■w^ 


^m. 


Digitized  by  tine  Internet  Archive 

in  2008  with  funding  from 

IVIicrosoft  Corporation 


http://www.archive.org/details/cobdenclubpamphlOOcobd 


t  UTnemXii/Tto  an  Cxonmcun  Cym  Duiie^  -  H  umXen^. 

I  ne^A*  otuti  WJri^f. 

5  PoUou  of"  Deo/r  FoocL .  -  T^sjko^ 

6  Ej^l^ect  of  Rx^tecTum  cm  fee  Slixmla/rd  o£ 

LinrtAVj  im  Germo^vu. 

7  UriemibLoa[TTie/rit'  ini  Germg/iaAj . 

8  Tfje  Geo^mcvn  r^ntc  —  Hobbon. 

9  Reroltr  of  Bt>tec^xcmi/6D6  i/n  tJbe  lUvcts^ 

loRerott  vn  Co/nada  ouJcu/rwlT  froCeciXorv. 

11  Empire  AspecT  of  F^efeoreooce/.-RUsfori. 

12  roT'  An  ArreaC  of  Armcx/rncmlo.-- Rj^ru>. 
15  R-otecCicna  evncl  CorrttptlcrA/  —  Perm. 
I^now   R'oCe^iiloTv.   GroiDb.  -  Perrus. 


Political  Economy 

and 

Fiscal   Policy 


BY 

PROFESSOR    BRENTANO 

Of    Munich 


GASSELL  AND  COMPANY,    LTD. 

London,  New  York,  Toronto  and  Melbourne 

1910 


URL 


oc/4j2,g  31 W 


Political   Economy  and 
Fiscal   Policy 


For  many  years  past  the  state  of  the  finances  of  the 
Empire  has  been  a  source  of  anxiety  to  us.  From  the 
foundation  of  the  Empire  to  the  present  day,  Germany 
has  incurred  a  debt  of  more  than  ;{;22 1,250,000.  If  we 
estimate  the  capital  which  the  Empire  has  sunk  in  the 
organisation  of  such  services  as  the  Post  Office,  the 
Imperial  Printing  Office  and  the  State  Railways  at 
;^98, 250,000,  there  remain  ^123,000,000  of  debt,  for 
which  there  is  nothing  to  show. 

It  is  true  that  our  costly  expeditions  to  the  Far 
East,  to  South- West  Africa  and  to  East  Africa,  obliged 
us  to  raise  a  loan  of  ;^33, 000,000,  and  that  the  con- 
struction of  the  Kaiser  Wilhclm  Canal  ran  us  into 
a  debt  of  ;^5, 500,000.  Altogether,  however,  nearly 
^100,000,000  were  devoted  to  current  expenditure  -  an 
enormous  sum,  which  is  the  more  alarming  as  the 
principal  increase  in  the  Imperial  Debt  has  taken  place 
within  the  last  ten  years.  It  has  been  maintained,  and 
justly  maintained,  that  it  is  bad  economics  to  meet  by 
loans  expenditure  which  in  other  countries  is  covered 
by  taxation,  and  that  the  credit  of  the  Empire,  if  a  serious 
war  were  to  occur,  is  damaged  by  such  proceedings. 

That  is  why  we  have  for  years  past  been  trying  to 
introduce  financial  reforms  which  would  bring  the 
ordinary  revenue  of  the  Empire  on  a  level  with  its  ex- 
penditure. In  the  year  1906  we  had  the  finance  reform  of 
Baron  von  Stengel,  which  was  expected  to  raise  a  revenue 
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of  ;^i  1,500,000.  This  sum,  however,  was  not  attained, 
the  revenue  being  increased  by  about  ^10,000,000 
only.  Sydow's  reform,  introduced  last  summer,  provided 
for  a  taxation  estimated  to  yield  ^^24,500,000.  The  dis- 
putes that  arose  concerning  the  taxes  which  were  rejected 
and  those  that  were  adopted  have  scarcely  ceased,  yet  it 
is  already  clear  that  the  new  taxes  will  not  yield  the 
estimated  amount.  Another  thing  that  '  is  become  evident 
is  the  fact  that  too  low  an  estimate  has  been  made  of 
the  loans  necessary  to  cover  the  expenditure  of  the  current 
year,  1909.  In  the  month  of  August  this  estimate  was 
given  at  ;^  14,000,000.  Two  months  later  it  was  said  to  be 
;^24, 500,000.  But  even  that  is  not  sufficient.  It  is  now 
said  that  the  supplementary  demands  for  1909  will  amount 
to  ^£"26, 000, 000,  while  the  Imperial  estimate  for  19 10 
again  provides  for  a  loan  of  ;^7,5oo,ooo.  In  this  way 
the  debt  of  the  German  Empire  will  be  increased  to 
a  sum  of  considerably  over  ^254,000,000. 

What  is  the  cause  of  this  hopeless  condition  of  our 
finances  ?  I  will  try  to  answer  this  question  in  dealing 
with  a  general  question,  namely,  that  of  the  inter- 
dependence of  Political  Economy  and  Fiscal  Policy. 
In  discussing  this  question  I  will,  however,  begin  by 
studying  a  foreign  country. 

In  England,  as  in  the  other  European  countries,  we 
observe  a  close  connection  between  fiscal  policy  and 
political  economy  from  the  moment  that  the  State  begins 
to  concern  itself  with  the  economic  life  of  the  country. 
In  England,  as  everywhere  else,  what  first  induced  the 
State  to  interfere  in  the  economic  life  of  the  nation  was 
the  necessity  to  provide  a  growing  revenue  for  public 
purposes.  As  early  as  the  fifteenth  century  the  rise  of 
the  modern  vState,  which  replaced  the  Feudal  State, 
began  to  be  evident  in  England.  The  substitution 
of  Royal  administration  by  means  of  a  specially  trained 


staff,  paid  in  money,  for  that  of  the  ancient  Feudal 
system  necessitated  soldiers  and  an  ever-increasing 
revenue  from  taxation.  In  order  to  make  sure  of  a 
supply  of  soldiers,  the  Crown  became  the  protector  of 
the  peasantry;  while  industry  and  commerce  were  en- 
couraged with  a  view  to  securing  a  growing  revenue 
from  taxation. 

Up  to  that  time  the  interests  of  the  peasant  and  of 
the  industrial  and  commercial  classes  had  been  sacrificed 
to  the  Hanseatic  towns  and  to  the  Italians  who  had  been 
paying  large  sums  to  the  Crown  for  the  privilege  of 
exploiting  England.  From  that  time  forward  all  the 
privileges  previously  accorded  to  foreigners  were  can- 
celled, and  protection  and  monopolies  were  granted 
to  English  producers  and  traders  with  the  object  of 
strengthening  their  productive  powers  and  increasing 
their  ability  to  pay  taxes.  The  economic  policy  of  the 
State  in  England,  from  the  end  of  the  fifteenth  century 
until  the  Cromwellian  Commonwealth,  was  entirely 
dominated  by  this  preponderance  of  the  fiscal  standpoint. 
From  the  time  of  Cromwell  onwards  we  see  the  begin- 
ning of  that  encouragement  by  the  State  of  the  industrial 
and  commercial  activities  of  the  country  for  the  sake  of 
the  welfare  of  the  people. 

At  the  outset  this  encouragement  was  based  on 
scientific  inquiry  only,  for  no  branch  of  industry  or 
commerce  was  furthered  where  the  necessary  natural 
conditions  w^ere  absent.  Soon,  however,  private  interests 
began  to  triumph  over  this  rational  method,  and  that 
to  such  an  extent  that  even  the  Treasury  began  to 
suffer.  The  Stuart  Restoration  marks  the  beginning  of 
an  era  of  preferential  policy.  In  order  to  win  new 
partisans,  the  Stuarts  granted  duties  and  privileges  to 
certain  classes  to  the  detriment  of  the  community  at  large. 
Such  was  the  corn  duty  imposed  in  favour  of  the  great 


landowners,  a  duty  that  amounted  to  a  prohibition  on 
the  import  of  foreign  corn.  It  was  not,  however,  until 
the  reign  of  William  III.  that  this  preferential  policy 
was  developed  into  an  ingeniously  constructed  system. 
The  so-called  "Glorious  Revolution"  of  1688  had 
made  William  King  of  England;  but  his  power  was 
constantly  threatened  by  the  partisans  of  the  exiled 
Stuarts.  To  maintain  himself  on  the  throne,  he  found 
himself  forced  to  make  friends  with  the  mammon  of 
unrighteousness.  He  took  advantage  of  the  general 
corruption  of  his  day,  and  the  marked  prominence  of 
economic  interests  which  characterised  it.  He  won  over 
men  of  position  and  authority  by  large  grants  made  directly 
ro  them.  He  propitiated  the  great  landowners  by  an 
export  bounty  on  corn,  the  mass  of  the  rural  and  urban 
population  by  abolishing  the  hated  hearth  tax;  and  he 
gained  the  support  of  the  most  important  of  all  indus- 
tries, that  of  the  cloth  manufacturers,  by  prohibiting  the 
export  of  wool.  That  of  the  other  trades  was  obtained 
by  means  of  laws  passed  in  their  interests,  while  he 
assured  himself  of  the  help  of  the  influential  merchants 
by  inducing  all  European  countries  to  join  in  an  attempt 
to  isolate  France  commercially,  with  the  object  of  injuring 
the  trade  of  that  country,  then  the  rival  of  English 
trade.  Henceforth  Parliament  resembled  a  Stock  Ex- 
change, where  measures  for  the  furtherance  of  private 
interests  were  bought  and  sold.  Anyone  who  desired 
to  secure  the  imposition  of  a  duty  had  but  to  say  so, 
provided  he  declared  himself  ready  to  vote  for  duties 
'demanded  by  ofiiers.  Tiianks  to  this  ilo  ut  des  policy 
carried  out  systematically  by  William  III.,  he  succeeded 
not  only  in  consolidating  his  rule,  hut  also  in  making 
Parliament  and  people  ready  to  bear  the  unheard-of 
burdens  of  the  taxation  imposed  upon  them  by  his  wars. 
Another  consequence  of  this  system,   which  was  further 


and  further  developed  throughout  the  eighteenth  century, 
was  that  finally  there  was  no  commodity  left  the  price 
of  which  had  not  been  increased  by  taxation.  All 
further  demands  made  by  the  State  upon  the  people 
had,   consequently,    to  take  the   form   of  loans. 

At  this  juncture — the  year  1776 — Adam  Smith's  work 
appeared.     The  one  thing  which  it  made  clear  to  every 
intelligent   man   was    the    fact    that    the  whole    of    the 
financial   system   as  it  then   existed  was   in   direct  oppo- 
sition   to   the   highest   interests  of   the   State  and   of  the 
community.      Adam    Smith    showed    how   small   was   the 
number  of  articles  the  taxation  of  which  brought  in  any 
revenue  to  the  State ;  how  the  majority  of  existing  taxes 
had  been  introduced,  not  for  the  sake  of  the  Exchequer, 
but    in    order   to   enable   individual     producers    to    exact 
higher  prices  from  the  home  consumer.     He  maintained 
that  if  all  prohibition  of  imports  were  abolished,  and  the 
duty  on   the  import  of  foreign   goods  reduced  to  a  rate 
that    would    bring    most    profit   to   the   State,   the  home 
producer  would   still   enjoy   a  considerable  advantage   in 
the  home  market,  while  the  State  revenue  would  be  con- 
siderably increased  by  the  yield  of  taxes  which  hitherto 
had    yielded    nothing    or   very    little.      High    taxes   were 
apt    to    limit    consumption    to   such   a   degree   that   thev 
yielded  less  instead  of  more.     He  furthermore  maintained 
at   the  commencement   of   his  exposition    of   the   finances 
of  the  State,  that  every  subject  should  be  taxed  accord- 
ing to  his  ability   to  pay;  while  his  principle,    that  any 
tax    which    yielded    profit    to    the   State   should    do   so   at 
as   little   cost    to   the   people's   pockets   as    possible,    was 
diametrically    opposed    to   any    kind    of    duly    on    articles 
of  necessity. 

Seven  years  after  the  publication  of  Adam  Smith's 
work,  William  Pitt,  then  twenty-four  years  old,  became 
Prime    Minister  and   Chancellor  of   the    Exchequer.      He 
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spoke  of  Adam  Smith  as  a  teacher  and  guide,  and  began 
forthwith  to  introduce  financial  reforms  imbued  with  his 
spirit.  He  tried  to  do  away  with  the  convenient  but 
fatal  method  of  loans,  which  is  the  unavoidable  corollary 
of  a  policy  that  confounds  encouragement  of  and  con- 
sideration for  the  private  interests  of  the  propertied 
classes  with  consideration  for  the  interests  of  the  com- 
munity. He  even  went  so  far  as  to  create  a  sinking 
fund,  with  the  help  of  which  he  hoped  gradually  to  clear 
off  the  English  National  Debt.  He  also  endeavoured  to 
simplify  the  tariff,  which  had  degenerated  into  something 
monstrous.  It  is  owing  to  his  efforts  that,  when,  in 
1793,  England  entered  upon  her  historical  struggle  with 
France,  she  was  in  a  wealthier  and  more  prosperous 
condition  than  any  other  country.  But  the  costs  of  a 
twenty  years'  war,  such  as  that  between  England  and 
France,  cannot  be  met  by  taxation.  New  loans  were 
imperative,  and  soon  the  English  National  Debt  had 
grown  to  such  proportions  that  it  became  the  wonder  of 
the  world.  To  provide  for  the  payment  of  interest  on 
it,  Pitt  resorted  again  to  the  expedients  of  the  mercantile 
financial  policy.  Hats,  gloves,  perfumes,  tooth-powder, 
pomatum,  shops,  female  servants,  bricks  and  horses  were 
taxed.  But  the  yield  of  these  taxes  was  far  from  being 
sufficient  to  pay  the  interest  on  the  National   Debt. 

Thereupon  Pitt  determined  to  have  recourse  to  the  only 
method  that  could  really  meet  the  case,  by  resorting  to 
a  direct  income  tax  of  10  per  cent,  on  the  propertied 
classes.  It  was  an  unheard-of  and  startling  idea  that 
the  propertied  classes  should  be  made  to  pay  taxes,  and, 
what  was  more,  according  to  their  ability.  They  only 
paid  it  with  much  grumbling.  Private  liberty,  so  it  was 
said,  was  threatened  by  this  new  obligation  to  declare 
the  amount  of  one's  income.  It  was  only  during  the 
war    that    the    income    tax    was    tolerated.      Hardly    was 


peace  restored,  when  it  was  ag^ain  taken  off.  And  not 
only  that.  In  England,  as  in  every  other  country  in 
Europe,  a  long  and  terrible  period  of  reaction  followed 
the  conclusion  of  peace.  One  of  the  phenomena  that 
accompanied  that  reaction  was  the  development  of  a 
Protectionist  system,  favouring  the  propertied  classes  to 
an  extent  such  as  had  not  been  known  even  in  the 
eighteenth  century.  During  the  war  the  rise  in  the 
price  of  corn  had  quintupled  the  rent  and  the  price  of 
land.  In  order  to  maintain  them  at  this  level  after  the 
restoration  of  peace,  a  duty  was  imposed  on  corn,  which 
rendered  all  imports  of  foreign  corn  impossible.  And 
as  duties  and  taxes  were  also  put  on  other  com- 
modities, the  Edinburgh  Review  was  more  than  justified 
in  stating  in   1820  :  — 

"There  are  taxes  upon  every  article  which  enters  the 
mouth,  or  covers  the  back,  or  is  placed  under  the  foot. 
Taxes  upon  everything  which  it  is  pleasant  to  see,  hear, 
feel,  smell,  or  taste.  Taxes  upon  warmth,  light,  and 
locomotion.  Taxes  on  everything  on  earth  and  under 
the  earth ;  on  everything  that  comes  from  abroad  or  is 
grown  at  home.  Taxes  on  the  raw  material ;  taxes  on 
every  fresh  value  that  is  added  to  it  by  the  industry  of 
men.  Taxes  on  the  sauce  which  pampers  men's  appetite, 
and  the  drug  which  restores  him  to  health ;  on  the  ermine 
which  decorates  the  judge,  and  the  rope  which  hangs 
the  criminal;  on  the  poor  man's  salt  and  the  rich  man's 
spice;  on  the  brass  nails  of  the  coffin,  and  the  ribbons 
of  the  bride.  At  bed  or  board,  couchant  or  levant,  we 
must  pay.  The  schoolboy  whips  his  taxed  top;  the 
beardless  youth  manages  his  taxed  horse,  with  a  taxed 
bridle,  on  a  taxed  road ;  and  the  dying  Englishman, 
pouring  his  medicine  which  has  paid  7  per  cent,  into  a 
spoon  that  has  paid  15  per  cent.,  flings  himself  back 
Mpon  his  chintz  bed  which  has  paid  22  per  cent.,  and 
« 
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expires  in  the  arms  of  an  apothecary  who  has  paid  a 
hcence  of  ^loo  for  the  privilege  of  putting  him  to  death. 
His  whole  property  is  then  immediately  taxed  from 
2  per  cent,  to  lo  per  cent.  Besides  the  probate,  large 
fees  are  demanded  for  burying  him  in  the  chancel.  His 
virtues  are  handed  down  to  posterity  on  taxed  marble, 
and  he  will  then  be  gathered  to  his  fathers,  to  be  taxed 
no  more." 

Most  of  the  taxes,  however,  which  thus  burdened 
men's  lives  never  reached  the  Treasury,  but  went  into 
private  pockets.  For  most  of  the  duties  were  not 
imposed  for  revenue  at  all,  but  for  protection ;  they  only 
served  to  enable  the  producer  to  exact  higher  prices  from 
the  consumer,  while  the  consumer  was  rendered,  by  the 
increase  in  price  of  indispensable  necessaries,  less  capable 
of  contributing  towards  the  needs  of  the  Exchequer. 

Thus,  the  entire  tariff  system  was  in  direct  opposition 
to  the  fourth  axiom  of  Adam  Smith  :  it  took  far  more 
out  of  the  people's  pockets  than  it  put  into  the  Treasury. 
This  led  Huskisson,  in  the  early  'twenties,  to  make  some 
timid  attempts  towards  a  revival  of  the  policy  of  Pitt. 
But  it  is  much  easier  to  persist  in  an  artificial  system 
than  to  return  to  a  natural  one;  the  former  develops  a 
great  number  of  private  interests,  which,  being  unable 
to  exist  without  protection,  offer  violent  resistance  to  any 
revival  of  sounder  methods.  This  resistance,  however, 
had  necessarily  to  be  overcome  before  long,  as,  owing 
to  this  very  system  of  protection,  the  Treasury  had  been 
reduced  to  great  straits. 

At  the  beginning  of  the  'forties  the  Budget  showed 
a  yearly  increasing  deficit.  This  converted  Peel  from 
Saul  into  Paul.  He  was  then  the  leader  of  the  Con- 
servative party,  having  been  entrusted  with  the  leader- 
ship on  the  understanding  that  he  would  maintain  the 
system  of  Protection.     But  in  him  the  patriot  was  stronger 
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than  the  party  man.  He  saw  the  impossibility  of  meeting: 
the  ever-increasing  fiscal  demands  while  the  existing 
economic  system  remained  in  force.  This  system,  based 
on  the  practice  of  borrowing  year  after  year,  could  not 
but  lead  to  national  ruin  ;  while,  on  the  other  hand,  any 
increase  of  indirect  taxation  and  of  Customs  duties  could 
only  lessen  the  revenue  by  diminishing  the  demand  for 
the  taxed  articles.  The  following  is  from  the  Report  of  a 
Commission  appointed  in  1840  by  the  House  of  Commons 
to  inquire  into  the  effects  of  duties  on  imports  :  — 

Of  862  articles, 

349  produced  less  than   /i"ioo  each  to  the  Treasury, 

132  produced  from    ;^ioo  to  ^'500  each, 

45          »>  M  ;^5oo  to  ;^  1,000  each, 

107           ,,  ,,  ;6'i.ooo   to   ;£^5,ooo   cach, 

63           ,,  ,,  ;^5,ooo   to    ;^  100,000   each, 

10           ,,  ,,  ;^  100,000  to  ;^50o,ooo  each, 

g           ,,  ,,  ;{^5oo,ooo  each   and   upwards. 

It  further  appeared:  — 
That    17    articles    produced   g^}2    per    cent,    of    the    total 

Customs  revenue  of  ;{,'22,962,6io. 
That  29  produced  Sro  per  cent. 
And  that  these  46  articles  produced  98  per  cent,  of  the 

total,  or  ^^22,599,291. 

These  facts  determined  the  whole  further  development 
of  English  finance.  They  caused  Peel  to  go  back  to 
Pitt's  policy.  He,  like  Pitt,  was  strongly  opposed  to 
the  practice  of  raising  loans  every  year  as  a  means  of 
meeting  regularly  recurring  deficits,  regarding  it  as  a 
dangerous  practice  damaging  to  the  credit  of  the  country. 
He  held,  on  the  contrary,  that  something  ought  to  be 
done  every  year  towards  reducing  the  National  Debt, 
and  considered  that  the  most  urgent  duty  of  the  Govern- 
ment was  to  increase  the  paying  capacity  of  the  taxpayer. 
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fie  cautiously  began  to  decrease,  and  finally  to  abolish, 
one  duty  after  another.  He  resorted  to  a  direct  taxation 
of  income  as  a  means  of  meeting  the  deficit.  When  he 
abolished  the  corn  duties  in  1846,  the  citadel  of  Protection 
was  captured.  The  most  influential  party  in  the  whole 
country — the  one  that  had  at  all  times  been  the  constant 
supporter  of  all  other  demands  for  monopolies — hence- 
forward lost  all  interest  in  the  maintenance  of  Protection. 
Once  the  corn  duty  was  abolished,  the  Conservatives, 
too,  became  Free  Traders ;  and  when  they  next  came  into 
power  their  leader,  Disraeli,  declared  Protection  to  be 
"not  only  dead,  but  damned." 

It  was,  however,  to  Gladstone's  exceptional  financial 
genius  that  England  owed  the  final  disappearance  of  the 
last  remnants  of  that  system.  His  principles  of  taxation 
are  the  expression  of  a  profound  understanding  of  the 
nature  of  economics.  He  rejected  the  idea  that  the  best 
mode  of  giving  benefit  to  the  labouring  classes  was  simply 
to  operate  on  the  articles  consumed  by  them.  He  main- 
tained that  it  was  not  by  the  taking  off  id.  or  2d.  in  the 
pound  from  some  article  of  common  consumption  that 
their  condition  had  been  bettered;  but  by  the  setting 
more  free  of  the  general  course  of  trade — by  putting  "in 
action  the  emancipating  process  that  gives  them  the  widest 
field  and  the  highest  rate  of  remuneration  for  their  labour." 
Hence  there  was  no  remission  of  strictly  revenue  duties 
on  articles  of  luxury  consumed  by  the  lower  classes,  the 
taxation  of  which,  indeed,  formed  one  of  the  principal 
sources  of  the  revenue.  On  the  other  hand,  Gladstone's 
first  Budget  of  1853  introduced  a  free  import  of  raw 
material  and  of  partially  manufactured  goods,  and  also 
a  reduction  of  the  duty  on  manufactured  articles  to  a 
maximum  of  10  per  cent,  of  their  value.  But  it  was  only 
in  ihe  Budget  of  i860  that  the  principles  of  Adam  Smith 
rr)mpletely  triumphed. 
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All  Customs  duties  which  merely  served  private  in- 
terests, and  by  which  the  Exchequer  profited  little  or 
nothing — that  is  to  say,  all  Protective  tariffs— were 
abolished.  Henceforward  duties  were  to  be  imposed  for 
revenue  purposes  alone;  only  articles  that  the  home 
market  did  not  produce,  and  among  those  only  parti- 
cularly productive  articles  of  general  consumption,  were 
to  be  taxed.  Duties  on  foreign  articles,  which  could  also 
be  produced  at  home,  were  added ;  but  these  duties  corre- 
sponded exactly  to  the  Excise  duties  to  which  the  articles 
were  subject  when  produced  at  home.  The  only  Customs 
duties  existing  in  England  to-day  are  those  on  cocoa, 
coffee,  chicory,  dried  foreign  fruits,  molasses,  sugar,  tea, 
tobacco,  wine,  beer  and  spirits,  while  there  are  correspond- 
ing Excise  duties  on  beer,  spirits,  and  certain  articles  in 
the  manufacture  of  which  alcohol  is  used. 

But  at  the  same  time  Gladstone  also  turned  his  atten- 
tion to  direct  taxation.  As  we  have  seen,  income  tax  in 
Pitt's  days  had  only  been  regarded  as  a  war  tax, 
and  had  consequently  been  abolished  after  the  fall  of 
Napoleon.  Peel,  too,  in  1842,  had  spoken  of  it  as  only 
a  makeshift  which  would  be  dispensed  with  as  soon  as 
the  state  of  the  national  finances  would  permit.  But 
that  day  never  came.  Though  Gladstone  had,  in  1853, 
aimed  at  the  extinction  of  the  income  tax,  it  was  never- 
theless maintained,  being  then  an  indispensable  factor 
in  the  system  of  taxation.  In  1861  he  acknowledged  it 
as  such   in   words  which   have  become  famous:  — 

"I  have  always  thought  it  idle  for  a  person  holding 
the  position  of  Finance  Minister  to  trouble  himself  with 
what  to  him  is  necessarily  an  abstract  question — namely, 
the  question  between  direct  and  indirect  taxation — each 
considered  upon  its  own  merits.  To  many  people  both, 
as  is  natural,  appear  sufficiently  repulsive.  As  for  myself, 
I  confess  that,  owing  to  an  accident  of  my  official  position 
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rather  than  to  any  more  profound  cause  of  discrepancy, 
I  entertain  quite  a  diflferent  opinion.  I  can  never  think 
of  direct  or  indirect  taxation  except  as  I  should  think 
of  two  attractive  sisters  who  have  been  introduced  into 
the  gay  world  of  London,  each  with  an  ample  fortune, 
both  having  the  same  parentage  (for  the  parents  of  both 
I  believe  to  be  Necessity  and  Invention),  differing  only 
as  sisters  may  differ,  as  where  one  is  of  lighter  and  another 
of  darker  complexion,  or  where  there  is  some  agreeable 
variety  of  manner,  the  one  being  more  free  and  open, 
and  the  other  somewhat  more  shy,  retiring  and  insinuat- 
ing. I  cannot  conceive  any  reason  why  there  should 
be  unfriendly  rivalry  between  the  admirers  of  these  two 
damsels ;  and  I  frankly  own — whether  it  is  due  to  a  lax 
sense  of  moral  obligation  or  not — that  as  Chancellor  of 
the  Exchequer,  if  not  as  a  member  of  this  House,  I  have 
always  thought  it  not  only  allowable,  but  even  an  act 
of  duty,  to  pay  my  addresses  to  them  both.  I  am, 
therefore,  as  between  direct  and  indirect  taxation,  per- 
fectly impartial." 

Indeed,  the  maintenance  and  further  development  of 
the  income  tax  was  imperative,  if,  on  the  one  hand, 
capital  and  labour  were  to  be  directed  into  the  most 
productive  industries,  and  were  thus  to  develop  the  pro- 
ductive capacity  of  the  nation  to  the  highest  possible 
point;  if  Free  Trade  were  to  predominate;  and  if,  on 
the  other  hand,  the  propertied  classes  were  also  to  be 
compelled  to  bear  their  fair  share  of  the  national  burden 
according  to  their  increased  capacity  due  to  this  economic 
system.  Nay,  more,  the  income  lax  having  been  found 
insufiicienl  in  that  respect,  it  became  necessary  to 
complete  it  by  the  development  of  the  death  duties. 
Without  the  latter,  an  income  derived  from  property 
would  have  been  taxed  no  more  heavily  than  an  earned 
income.      It    was   through    the   introduction    of   the   death 
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duties  that  unearned  incomes  were  made  to  contribute  their 
fair  share  to  the  revenues  of  the  country.  Introduced  by 
Gladstone  in  1853,  they  were  made  progressive  by  Sir 
William  Harcourt  in  1894;  and  to-day  income  tax  and 
death  duties  together  yield  about  ;^52,ooo,ooo  every  year. 

The  fundamental  economic  principle  on  which  this 
Peel-Gladstonian  finance  reform  was  based  has  proved 
a  brilliant  success.  Freed  from  all  restrictions  and  mis- 
direction in  the  employment  of  capital  and  labour,  the 
wealth  of  England  increased  by  leaps  and  bounds. 
Within  the  eleven  years  that  followed  Peel's  financial  re- 
form— that  is  to  say,  from  1842  to  1853 — the  taxable  in- 
come of  the  country  increased  by  12  per  cent.  After  the 
introduction  of  Gladstone's  reform,  however,  it  rose,  from 
1853  to  i860 — that  is,  in  seven  years — by  i6}4  per  cent. 

But  not  only  people  with  an  income  of  from  ;^ioo  to 
;^"i5o  a  year  and  more,  who  alone  were  subject  to  the 
income  tax,  experienced  this  "intoxicating"  increase  of 
wealth.  Bowley's  careful  calculations  have  shown  that 
the  average  nominal  wages  of  an  English  workman  rose 
between  the  years  1840  and  1891  in  the  proportion  of 
61  to  100.  The  real  value  of  wages,  however,  has 
increased  in  even  greater  proportion  since  the  general 
reduction  in  the  price  of  the  necessaries  of  life,  a  reduction 
due  to  this  finance  reform.  During  the  50  years  from 
1840  to  1891  real  wages  have  risen  in  a  proportion  of 
43  to  100;  therefore,  by  132.8  per  cent.  This  was  accom- 
panied by  so  considerable  a  rise  in  the  revenue  from 
taxation  that  during  the  period  from  1881  to  1901  it 
was  possible  to  reduce  the  National  Funded  Debt  by 
;^  1 30, 000, 000;  whereas  the  total  debt  of  the  German 
Empire  and  of  the  Federated  States  shows  an  increase  of 
;£'378, 000,000  during  the  same  period. 

In  1816,  after  the  battle  of  Waterloo,  the  English  Debt 
amounted  to  ^846,000,000 — that   is  to  say,   to  about  as 
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much  as  the  Debt  of  the  German  Empire  and  of  the 
German  Federated  States  taken  together.  At  the  time 
of  the  foundation  of  the  German  Empire,  the  English 
Debt  had  gone  down  to  about  ;^79 1,000,000;  from 
that  time  to  the  outbreak  of  the  Boer  war,  it  sank  to 
^635,000,000.  The  Boer  war  increased  it  to  ;^798, 000,000 
(in  1903).  But  so  excellently  do  the  principles  of  the 
Free  Trade  system  of  taxation  act,  that  within  five  years 
(from  1904  to  1909)  ;^40,ooo,ooo  were  paid  off;  while  the 
total  Debt  of  the  German  Empire  and  of  the  Federated 
States  increased  during  the  same  period  by  ;^i  14,000,000. 
The  question  arises,  why,  in  presence  of  the  brilliant 
results  of  the  existing  system,  the  propertied  classes  in 
England  should  to-day  so  urgently  demand  a  return  to 
Protection  ?  The  answer  to  this  leads  to  a  consideration 
of  the  present  situation  in  Germany. 

Prussia,  from  the  days  of  the  Chancellor  Hardenberg, 
had  been  a  Free  Trade  country.  This  is  as  true  of  the 
Conservatives  as  of  the  Liberals.  Ilerr  von  Bismarck, 
too,  had  been  a  Free  Trader  until  1877,  and  Free  Trade 
had  alwavs  been  one  of  tlie  main  points  in  the  programme 
of  the  Liberal  party  in  Prussia.  It  seemed,  in  a  certain 
sense,  to  be  a  matter  of  course  that  in  the  German  Empire, 
which  had  been  founded  by  Bismarck  with  the  help  of  the 
Liberals,  the  economic  policy  which  harmonised  with 
the  views  of  both  should  be  carried  fully  into  effect. 
This  was  done,  when,  in  1877,  the  last  remains  of  the 
duty  on  iron  were  removed,  the  duty  on  corn  having 
been   previously  abolished  in    1865. 

But  this  remission  of  tlie  duty  on  iron  proved  to  be 
a  tactical  error.  In  1873  a  depression  had  set  in, 
following  on  the  enormous  expansion  after  the  I'ranco- 
German  war.  This  depression  was  experienced  in 
Europe  as  well  as  in  America,  in  Free  Trade  as  well 
as    in    Protected    (ountries.      Everywhere    factories    were 
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threatened  with  bankruptcy;  and  when,  about  tlie  middle 
of  the  'seventies,  an  international  competition  in  the  corn 
markets  set  in,  a  serious  depreciation  in  the  vakie  of 
agricultural  land  throughout  Europe  began  to  take  place. 
The  general  depression  was  necessarily  accompanied  by 
a  considerable  decline  in  the  revenue  from  Customs. 
That  circumstance,  together  with  the  ever-increasing  ex- 
penditure of  the  Empire,  rendered  imperative  a  reform 
of  the  Imperial  finances.  It  was  this  circumstance  that 
led  to  the  rupture  between  Prince  Bismarck  and  the 
Liberal  party. 

Prince    Bismarck's    original    intention    had    been    to 
develop    the    Imperial    finances    on    the    same    principles 
which    had    led    to    such    brilliant    results    in    England. 
These  principles   were  the  concentration   of   the  indirect 
taxation  and  of  Customs  duties  on  a  few  of  the  luxuries 
of    general   consumption    which    it    was   proposed   to   tax 
more    heavily.       One    of    the    measures    proposed    with 
this  object  was  the  introduction  of  a  tobacco  monopoly. 
The    Liberals,    however,    would    not    hear    of    a    tobacco 
monopoly.       Then     Prince    Bismarck    had    recourse    to 
proceedings  similar   to  those  employed  by  William   III. 
of  England  in   1688.     He  took  advantage  of  the  existing 
economic  situation  as  a  means  of  providing  himself  with 
a    new    majority.     The    large    manufacturers,   who   had 
suffered  through   the  crash,    were   promised   new   duties; 
the   recently  abolished   duty   on   iron,    in   particular,    was 
to  be   brought   in   again ;    agriculturists    were    promised 
duties  on  corn ;  and,   abandoning  at  the  same  time  the 
Kulturkampf,     he    even    succeeded    in    conciliating    the 
Centre  party.     Thus,  based  on  the  do  ui  des  policy,  two 
alliances  were  concluded  :    one  between   the  large  manu- 
facturers  and    the   agriculturists;    the   other   between    the 
syndicated    Parties   and    the    Government.       The    manu- 
facturers agreed  to  duties  which  would  benefit  the  agri- 
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culturists  in  order  to  obtain  the  support  of  the  latter 
for  the  duties  which  they  demanded;  while  the  Govern- 
ment, in  return  for  duties  granted  to  private  interests, 
obtained  what  was  required  in  the  way  of  revenue. 

About  this  time  new  theories  of  taxation  began  to 
replace  the  existing  ones.  Hitherto  taxation  in  Germany 
had  been  built  up  upon  Adam  Smith's  individualistic 
principles.  Every  subject  was  to  contribute  in  proportion 
to  his  income  towards  the  National  expenditure.  But 
taxation  was  to  interfere  as  little  as  possible  with  the 
economic  life  of  the  country.  Each  should  be  allowed 
to  arrange  his  business  unhindered  as  he  would  have 
done  had  there  been  no  taxation.  Any  alteration  in  the 
distribution  of  the  income  of  the  country,  brought  on 
by  taxation,  was  previously  regarded  as  a  misfortune 
which  had  to  be  borne,  considering  the  higher  ends  that 
were  served  by  the  levying  of  taxes,  but  was  to  be  avoided 
as  much  as  possible. 

At  this  time  Adolph  Wagner  took  advantage  of  these 
alterations  to  make  demands  of  an  entirely  opposite 
character.  He  maintained  that,  under  the  existing 
economic  organisation,  the  total  income  of  the  country  was 
being  unfairly  distributed  among  the  various  branches  of 
economic  activity.  It  was  a  fact  that  taxation  exercised 
a  great  influence  on  the  distribution  of  the  income  of  the 
country;  and  this  was  particularly  so  in  the  case  of  certain 
death  duties,  taxes  on  transport,  on  income,  and  on 
property.  Either  this  was  unfair,  in  which  case  those 
taxes  ceased  to  be  "taxes";  or  if  it  was  fair,  then  it  was 
necessary  to  admit  the  justice  of  any  taxation  which 
altered  the  distribution  of  wealth.  Wagner  writes  thus  : 
"Taxation  is  not  merely  a  means  of  raising  revenue,  but 
at  the  same  time  such  a  means  as  will  correct  the  dis- 
tribution of  tile  income  and  wealth  created  by  free 
competition." 
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That  signified  the  substitution  of  a  new  principle  for 
the  leading  principle  which  previously  prevailed  in  the 
incidence  of  taxation. 

A  just  distribution  of  the  burdens  of  taxation  had 
thus  far  been  the  foremost  consideration  in  the  imposition 
of  taxes.  What  Wagner  demanded  was  that  taxation 
should  be  used  as  a  means  for  altering  the  distribution 
of  wealth  in  accordance  with  his  conception  of  justice. 
Hitherto  all  such  ideas  had  been  condemned  as  Socialism. 
Now  Wagner  proclaimed  this  doctrine  deliberately  as  the 
expression  of  State  Socialism,  of  which  he  was  avowedly 
a  partisan.  Up  to  that  time  his  aim  had  generally 
been  understood  to  be  a  new  distribution  of  wealth  by 
means  of  a  taxation  which  would  favour  the  lower  classes 
at  the  expense  of  the  upper  classes.  Now,  however,  it 
became  evident  that  the  State  to  which  Wagner  looked 
to  exercise  this  "correcting"  influence  was  anything  but 
what  Hegel  calls  the  realisation  of  the  "moral  idea,"  the 
only  aim  of  which   is  justice. 

It  turned  out  to  be  an  instrument  which  the  most 
powerful  classes  of  society  utilised,  it  is  true,  as  a  "correct- 
ing" influence  in  the  distribution  of  income  and  of  wealth, 
but  not  in  the  interests  of  the  lower  classes,  but  to  their  own 
advantage.  Of  course,  every  kind  of  Protection  signifies 
an  interference  on  the  part  of  the  State  with  the  distri- 
bution of  the  people's  share  in  the  wealth  of  the  country. 
Under  Protection  taxation  is  used  as  a  means  by  which 
the  State  takes  out  of  one  man's  pocket  what  he  puts 
into  that  of  another,  and  whoever  regards  that  proceeding 
as  one  of  the  characteristic  features  of  Socialism  must 
admit  that  all  Protectionist  policies  are  Socialistic — 
Socialistic,  it  is  true,  not  in  the  interests  of  those  who 
possess  nothing,  but  of  the  propertied  classes.  The  corn 
duty  forces  the  labourer  to  contribute  with  each  piece  of 
bread  which  he  buys  out  of  his  hard-earned  wages  towards 


20 

the  maintenance  not  only  of  an  artificially  increased  price 
of  corn,  but  actually  towards  its  further  rise.  The  con- 
sequence of  the  rise  in  the  price  of  iron  owing  to  Customs 
duties,  and  to  the  trusts  based  upon  them,  is  that  every 
man  living  in  a  house  in  the  construction  of  which  iron  is 
used  has  to  pay  a  higher  rent,  and  that  everyone  who 
takes  a  railway  ticket  has  to  pay  more  for  it.  The  State 
itself,  when  constructing  battleships  or  armoured  turrets 
for  the  national  defence,  contributes,  through  the  higher 
prices  paid  for  steel  plates,  towards  the  maintainence  and 
increase  in  the  price  of  the  shares  and  dividends  of  iron 
works.  Nay,  furthermore,  in  the  interests  of  the  manu- 
facturers, the  home  consumer  is  made  to  pay  dearer  in 
order  that  iron  may  be  sold  cheaper  in  foreign  markets. 

Through  the  consistent  application  of  this  system  of 
protecting  the  propertied  classes,  the  consumer  of  spirits 
is  obliged  to  subsidise  the  manufacturer.  Indeed,  it  is 
well  nigh  impossible  to  enumerate  the  various  contri- 
butions of  other  kinds  made  to  the  27.6  per  cent,  of  the 
population,  who,  according  to  the  occupation  census  of 
the  German  Empire  in  1907,  live  by  agriculture  out 
of  the  remaining  72.4  per  cent,  of  the  inhabitants.  It  is 
only  natural  that  the  financial  consequences  of  such  a 
policy  should  be  fatal  to  the  State. 

Though  a  return  from  comparative  Free  Trade  to 
Protection  yields  to  the  State  an  increased  revenue  as 
long  as  home  production  has  not  entirely  adapted  itself 
to  the  changed  conditions  of  the  market,  this  effect  is 
soon  exhausted.  The  very  object  of  protective  duties 
is  to  diminish,  if  not  indeed  to  stop,  imports.  In  pro- 
portion as  protective  duties  secure  their  object,  the  revenue 
which  they  yield  to  the  State  will  diminish.  Further- 
more, Protection  finally  leads  to  an  increase  in  the  prices 
of  all  the  necessaries  of  life,  as  we  are  learning  from 
bitter  experience.  Thus  the  paying  capacitv  of  the  tax- 
payer is  being  exhausted. 
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It  is  idle  to  attempt  to  answer  complaints  by  showing 
those  who  complain  that  they  are  far  from  paying  the 
Exchequer  as  much  per  head  of  the  total  population  of 
the  Empire  and  of  the  Federated  States  as,  for  instance, 
the  English  taxpayer,  if  at  the  same  time  only  com- 
parisons are  made  between  what  the  State  actually  re- 
ceives in  Germany  and  in  England.  For  the  taxpayer 
is  not  burdened  merely  by  that  part  of  his  taxes  that 
actually  goes  to  the  Exchequer  of  the  Empire  and  the 
Federated  States,  but  by  the  whole  extra  sum  which  he 
must  pay  in  consequence  of  the  imposition  of  a  tax, 
including  that  part  of  it  which  never  reaches  any  State 
Treasury  at  all.  To  say  that  so  much  less  of  the  yield  of 
taxation  goes  to  the  Exchequer  of  the  Empire  and  of 
the  Federated  States  than  is  the  case  in  England,  is  no 
defence  of  our  system  of  taxation  ;  but,  on  the  contrary, 
its  severest  condemnation.  It  is  an  admission  that 
the  greater  part  of  what  we  have  to  pay  in  conse- 
quence of  the  imposition  of  certain  taxes  goes  into 
the  pockets  of  private  persons.  How  easy  it  would 
be  to  improve  our  finances  if  all  those  sums  went  into 
the  coffers  of  the  State  !  Thus,  the  duty  on  rye,  wheat 
and  oats  (I  do  not  mention  barley  since  it  is  impossible 
to  ascertain  from  the  official  statistics  in  what  proportion 
home-grown  barley  was  used  for  brewing  purposes  and 
for  food)  yielded  in  1908  ^5,217,280  to  the  Empire 
(See  Appendix).  But  the  imported  rye  amounted  to 
only  1.9  per  cent,  of  the  total  consumption  of  rye  in 
Germ^iny.  In  the  making  of  bread  the  use  of  rye  is 
giving  place  more  and  more  to  that  of  wheat.  On  an 
average,  the  consumption  per  head  of  the  German  popula- 
tion was  331.13  lbs.  of  rye  and  194.26  lbs.  of  wheat  during 
the  years  1893  to  1900;  it  sank  to  326.19  lbs.  of  rye  as 
compared  to  206.32  lbs.  of  wheat  in  the  period  1901-7,  and 
to  313.28  lbs.  of  rye  and   199.54  lbs.  of  wheat  in   1907-8. 
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Of  the  rye  consumed  in  1908,  98.1  per  cent,  was  pro- 
duced in  Germany,  as  against  only  60.2  per  cent,  of  the 
wheat  consumed  there;  while  the  8,222,131  tons  of  oats 
were  entirely  home-grown. 

Now,  it  is  an  uncontested  fact  that  since  the  obligation 
of  proving  the  place  of  origin   has  been  abolished,   the 
inland   price  of  corn   exceeds   that  of   the  corn   price   in 
the  world  market  by  exactly  the  amount  of  the   import 
duty.     Assuming   that   one-fifth    of    the    63,219,000    in- 
habitants of  the  German  Customs  Union  are  consuming 
corn    which    they    grew    themselves,    an    estimate    which 
is    rather    too    high    than    otherwise,     the    rest    of    the 
population — i.e.,     50,575,200     people — were     obliged     to 
spend    ^45,452,848    more,    of    which    ^'40,235,568    went 
into  private  pockets.     What  the  corn   duty  of  the  year 
1908   yielded   to   the    Exchequer    has    certainly   cost   the 
taxpayer  only  two  shillings  per  head;  but  what  he  had 
to  spend  more  in  consequence  of  this  tax  amounts  to  a 
burden  of  eighteen  shillings  per  head  of  the  population. 
The  same   remark   applies    to    all    the    other    protective 
duties.     The  higher  the  duty,  and  the  less,  consequently, 
the    import,    the   greater   the   demand   on    the    taxpayer's 
pocket  in  favour  of  private  interests.     Not  only  does  this 
demand  not  yield  a  sufficient  revenue  to  the  Exchequer, 
but  it  actually  damages  it  by  diminishing  the  taxpayer's 
capacity  to  pay  other  taxes.     Our    Chancellors    of    the 
Exchequer  would  be  wallowing    in    gold    if    they  were 
allowed  to  direct  into  the  Treasury  all  that  our  consumers 
have  to  pay  into  private  pockets  in  consequence  of  our 
Protectionist   duties.      But   instead   of   that,    the   people's 
capacity  to  pay  is  being  more  and  more  exhausted  by  the 
existing  high  prices  of  all  commodities.     When,  further- 
more,   those  who  profit   by  these   high   prices  are  much 
mf)rc   leniently  treated  on   any  increase  of  taxation,   and 
when  tliey  are  even  granted  reductions  of  taxes  they  had 
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hitherto  paid,  the  inevitable  result  is  an  increasing  diffi- 
culty to  meet  State  expenditure  by  means  of  taxation. 
In  these  circumstances  the  only  way  out  of  the  difficulty 
is  to  run  into  debt. 

It  is  therefore  unfair  to  accuse  the  German  people 
of  a  lack  of  self-sacrifice  in  view  of  the  fact  that,  since 
the  foundation  of  the  German  Empire,  the  Empire,  the 
Federated  States  and  the  municipalities  together  have 
incurred  a  debt  of  ;{^i, 280, 000,000.  For  a  system  of 
Protection  is  invariably  accompanied  by  the  practice  of 
meeting  State  expenditure  by  loans.  And  since  these 
loans  impose  far  greater  burdens  on  the  citizens  than 
the  sum  received  by  the  Treasury,  our  Chancellors  of  the 
Exchequer  have  no  other  way  left  to  them  than  to  draw 
on  the  future  in  order  to  meet  the  needs  of  the  present. 
This  is  also  illustrated  by  the  history  of  the  finances  of 
another  highly  protected  country,  by  the  history  of  the 
financial  difficulties  of  France. 

But  was  the  new  Protectionist  policy  at  least  the 
cause  of  an  extraordinary  economic  progress  of  the 
German  people  ?  If  so,  such  an  effect  of  Protection  would 
have  manifested  itself  immediately  upon  the  return  to 
that  system.  Yet  the  first  ten  years  of  Protection  were 
in  Germany,  as  everywhere  else,  a  period  of  economic 
depression.  When,  on  the  other  hand,  at  the  end  of 
the  'eighties  and  the  beginning  of  the  'nineties,  a  new  era 
of  prosperity  set  in,  this  extended  to  all  countries  in  the 
world,  whether  Protectionist  or  Free  Trade.  And  just 
as  the  latest  depression  was  felt  in  Free  Trade  England 
and  in  Protected  Germany,  so  are  the  symptoms  of 
a  revival  of  industry  and  commerce  experienced  in  both 
countries.  The  period  of  great  prosperity  of  economic 
life  in  Germany  during  the  'nineties  can  all  the  less  be 
attributed  to  Protection,  as  it  happened  to  coincide  with 
a  temporary  diminution  of  the  protective  character  of  our 
commercial  policy. 
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Unquestionably  this  revival  was  in  Germany  as  well 
as  in  America  quite  extraordinary.  In  America  it  was 
due  to  the  opening  up  of  hitherto  unsuspected  resources; 
in  Germany  it  was  brought  about  by  great  technical 
progress.  Both  these  countries  have  become  the  equals 
of  England  in  many  branches  of  industry,  while  in  some 
they  have  even  surpassed  her.  This  fact  has  excited  the 
envy  of  many  Englishmen,  and  their  ignorance  prevent- 
ing them  from  seeing  its  true  causes,  many  have  come 
to  the  conclusion  that  the  extraordinary  progress  in  Ger- 
many and  America  was  due  to  Protection.  It  is  chiefly 
among  the  business  men  of  the  City  of  London  that  a 
demand  is  made  to-day  to  abandon  Free  Trade.  They 
condemn  it  for  the  very  reason  that  it  renders  such 
abuses  impossible  as  have  been  the  cause  of  the  attacks 
on  Protection  in  Germany  and  in  America.  Political 
corruption,  the  accompaniment  of  Protection,  has  no 
terrors  for  them,  as  they  hope  to  profit  by  it  themselves. 
Syndicates  and  trusts  are  what  the  City  longs  for  to-day 
as  a  better  means  of  exploiting  the  public. 

On  financial  grounds  also  many  Englishmen  desire 
a  change.  Among  the  upper  classes  people  speak  fre- 
quently of  the  necessity  of  consolidating  the  British 
Empire,  and,  if  possible,  of  expanding  her  dominion ; 
for  it  is  in  those  distant  lands  that  their  sons,  both 
good  and  bad,  have  always  been  provided  for,  as  also  in 
the  Army  and  Navy,  which  are  both  indispensable  for 
the  attainment  of  those  aims.  But  these  aims  cannot  be 
attained  without  the  expenditure  of  a  great  deal  of  money, 
and,  so  long  as  Free  Trade  is  in  force,  (hat  money  can 
only  be  procured  by  means  of  the  income  tax  and  of  the 
death  duties,  both  of  which  are  paid  mainly  by  the  upper 
classes.  Thus  the  latter  would  themselves  have  to  bear 
the  costs  of  the  advantages  which  they  hope  to  reap,  a 
thought    which    is    painful    to    them.     'I'his    accounts    for 


25 

Mr.  Arthur  Balfour's  complaint  of  the  narrowness  of 
the  basis  of  the  British  system  of  taxation.  He  de- 
clared it  impossible  to  meet  the  increasing  expenditure 
of  the  State  without  an  increase  of  the  duties  on  com- 
modities of  every  description.  In  other  words,  the 
Conservatives  demanded  that  the  lower  classes  should 
bear  the  burden  of  the  taxes  that  were  to  pay  for  a 
provision  for  the  sons  of  the  upper  classes. 

The  economic  significance  of  the  Budget  introduced 
by  the  present  Chancellor  of  the  Exchequer  (Mr.  Lloyd 
George)  in  the  House  of  Commons,  and  passed  by  that 
Chamber,  lies  precisely  in  the  fact  that  it  proves  the 
falsity  of  Mr.  Balfour's  talk  about  the  too  narrow  basis 
of  the  Free  Trade  system  of  taxation.  He  has  furnished 
that  proof  more  particularly  by  the  introduction  of  taxes 
on  land  and  on  mines,  according  to  their  common  value, 
and  by  a  further  development  of  the  death  duties.  This 
proof  has  been  so  successful  that  the  Protectionists  have 
completely  changed  their  complaints  against  the  existing 
system.  Hitherto  they  contended  that,  if  the  Free  Trade 
system  were  maintained,  it  would  be  impossible  to  meet 
the  increasing  national  expenditure.  That  contention 
having  now  been  refuted  by  the  taxation  of  the  monopoly 
value  of  land  held  by  a  few  great  landowners ;  and  the 
creation  of  new  monopolies  at  the  cost  of  the  community, 
such  as  a  Protectionist  finance  reform  would  bring  into 
existence,  being  rendered  superfluous,  the  Protectionists 
complain  that  the  Budget  would  yield  more  than  was 
needed  for  the  requirements  of  the  State,  and  that  this 
excess  was  provided  intentionally  to  enable  the  State  to 
carry  out  the  scheme  of  Old  Age  Pensions  and  other 
social  reforms.  Indeed,  a  few  have  gone  so  far  as  to 
say  frankly  that  the  chief  fault  of  the  Budget  in  their 
eyes  was  that  it  destroyed  the  basis  of  any  agitation  in 
favour  of  a  return  to  Protection. 
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The  Protectionists  have  also  included  social  reforms 
in  their  programme.  But  they  do  not  propose  to  pay 
for  them ;  they  mean  the  lower  classes  to  do  so.  To 
expect  the  upper  classes  to  bear  those  burdens  is,  from 
their  standpoint,  pure  Socialism.  If  that  reproach  were 
justified,  the  whole  question  would  turn  on  the  conflict 
between  Socialism  in  favour  of  the  lower  classes  and 
Socialism  in  favour  of  the  propertied  classes.  But  in 
reality  the  whole  question  turns  upon  the  logical  appli- 
cation of  the  old  individualistic  principle :  Let  every 
subject  share  in  the  national  burden  according  to  his 
capacity  to  pay.  Hence  the  indignation  of  those  who 
have  for  centuries  past  considered  it  their  lordly  privilege 
to  have  their  taxes  paid  for  them  by  others.  Rather 
than  surrender  it  they  have  broken,  by  their  rejection  of 
the  Budget,  the  constitutional  usages  of  three  centuries, 
according  to  which  the  House  of  Commons  alone  has 
control  over  finance. 

The  British  Protectionists  like  to  point  to  our  German 
financial  legislation  as  their  ideal.  After  what  I  have 
said,  this  statement  must  necessarily  seem  strange  to 
a  German  audience.  In  England,  according  to  previous 
British  Budgets  and  that  of  Mr.  Lloyd  George,  based 
on  Free  Trade  principles,  all  indispensable  necessaries 
of  life  are  exempt  from  taxation.  Property  and  capital 
are  taxed  according  to  their  capacity  to  pay,  while  the 
classes  who  hold  no  property  pay  according  to  their 
consumption  of  luxuries.  At  the  sante  time  an  increasing 
balance  in  the  Treasury  has  made  it  possible  to  reduce 
the  Knglish  National  Debt,  at  one  time  regarded  as 
being  at  a  fabulous  height,  by  tens  of  millions  of 
pounds,  and  that,  in  spite  of  numerous  and  costly  wars 
in  Asia  and  in  Africa;  while  wc  in  Germany  have  during 
the  same  lapse  of  lime  enormously  increased  our  National 
Debt,   though   the  period   was  with   us  one  of  peace,   in- 
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terrupted  only  by  our  expedition  to  China  and  by  the 
Herero  war. 

According  to  No.  1108  of  the  reports  submitted  to 
the  Reichstag  on  January  9th,  1909,  the  Debt  of  the 
United  Kingdom  and  of  the  Local  Authorities  amounts 
to  ;^ 1, 184,000,000;  while  that  of  the  German  Empire, 
of  the  Federated  States,  and  of  the  Municipalities 
amounts  to  ;^i, 280, 000, 000.  In  Germany  one  commodity 
after  another  is  being  subjected  to  taxation,  so  that, 
like  Englishmen  of  a  century  ago,  we  cannot  use  or 
enjoy  anything  from  the  moment  we  get  out  of  bed  in 
the  morning  until  we  return  to  rest  at  night  without 
paying  tribute  upon  it.  Thus  Germany,  after  being 
one  of  the  cheapest  countries  in  the  world,  has  become 
one  of  the  dearest,  certainly  much  dearer  than  England, 
formerly  considered  the  dearest  place  on  earth.  This  is 
accompanied  by  a  chronic  state  of  financial  difficulties 
on  the  part  of  the  Empire,  the  Federated  States  and 
the  Municipalities.  Everybody  knows  the  efforts  that 
were  made  last  year  to  remedy  this  evil. 

It  is  impossible  to  judge,  however,  from  what  I  have 
said  thus  far,  how  inadequate  were  these  efforts  to  introduce 
a  sounder  system.  Even  if  the  death  duties,  as  submitted 
to  the  Reichstag  by  the  Federated  States,  had  been 
accepted,  the  yield  would  have  only  sufficed  to  cover  for  a 
few  years  the  ever-growing  demands  of  public  expenditure. 
Whether  it  be  eventually  adopted  or  not,  one  thing  is 
certain  :  in  a  few  years  we  shall  again  have  to  face  the 
question  of  financial  reform.  And  then  a  revulsion  of 
opinion  will  come. 

Seeing  that  to-day  a  large  part  of  the  yield  of  taxes 
goes  actually  into  private  pockets,  it  will  not  be  possible 
to  meet  the  growing  demands  of  the  Exchequer  by  any 
further  increase  of  indirect  taxes  or  duties.  We  shall 
have  the  same  experience  as  that  of  Sir  Robert  Peel   in 
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1841  ;  any  attempt  at  more  taxation  will  only  serve  to 
swell  our  deficit.  And  as  we  cannot  possibly  go  on 
existing  on  loans  without  incurring  serious  danger  for 
the  safety  of  the  Empire,  the  State  will  be  forced  to 
abandon  its  artificial  economic  policy,  and  to  adopt  more 
natural  principles.  No  doubt  any  such  return  will  have 
to  face  the  same  fanatical  opposition  with  which  private 
interests  have  at  all  times  met  any  measures  that  damage 
themselves,  but  are  to  the  advantage  of  the  commlunity. 
Our  experience  in  that  respect  last  summer  was  a  fore- 
taste of  what  we  have  to  expect.  Although  hitherto  it 
was  only  the  pressure  of  financial  difficulties  which  gave 
the  Government  the  strength  to  overcome  such  resistance, 
the  financial  distress  of  Germany  will  presumably  be  so 
great  before  long  that  our  Government  will  find  the 
strength  necessary  for  such  a  struggle,  for  the  very 
existence  of  the  State  is  at  stake. 

Therefore  we  can  look  to  the  future  with  composure. 
It  will  bring  us  serious  struggles,  but  these  struggles 
will  end  in  the  victory  of  what  is  sound  and  natural  over 
what  is  unsound  and  artificial.  Such  a  victory  can  alone 
guarantee  the  maintenance  of  the  German  Empire  and 
the  prosperity  of  the  German  people,  and  both  of  these 
are  essential. 
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NOTE 

This  paper  is  a  summary  of  a  work  by  Professor 
Brentano,  of  Munich,  entitled  '*  Die  Deutscben 
Getreidezolle,"  and  published  in  1910  by  theZ.  G. 
Cotta'she  Buchhandlung,  Nachfolger,  Stuttgart 
and  Berlin.  A  second  enlarged  edition  of  the  work 
has  just  been  published  (January,  1911),  in  which 
all  the  arguments  of  the  defenders  of  com  duties 
have  been  met. 


Professor   Brentano   on   the 
German  Corn  Duties 

A  SUMMARY 

The  nineteenth  century  has  witnessed  the  transformation 
of  Germany  from  an  agricultural  to  an  industrial,  from  a 
corn-exporting  to  a  corn-importing  country.  In  1816 
three-quarters  of  her  people — 18.6  out  of  24.8  millions — 
were  engaged  in  agriculture;  in  1907  little  more  than 
one-quarter— 16.9  millions  out  of  a  population  of  61.7 
millions. 

Although  during  the  past  century  both  the  acreage 
brought  under  cultivation  and  the  yield  per  acre  have 
substantially  increased,  the  production  of  corn  has  long 
been  inadequate  to  meet  the  home  demand.  Whereas 
during  the  early  part  of  the  century  there  was  a  large 
surplus  of  corn  available  for  export,  since  1852  Germany 
has  been  obliged  to  import  rye;  since  1875  she  has  been 
a  buyer  of  wheat  also. 

This  change  has  led  to  a  complete  revolution  in  the 
politics  of  the  German  landowners.  Until  1876  they 
were  Free  Traders.  Previous  to  1865  the  Zollverein* 
imposed  only  very  low  duties  on  the  import  of  corn, 
and  in  that  year  even  these  were  repealed.  But  during 
the  'seventies  German  corn-growers  began  to  meet  with 
serious  competition  from  other  countries.  The  rapid 
increase  of  the  American  supplies,  together  with  the  great 
reduction  in  freight  rates,  not  only  from  America  but 
*  German  Customs  Union 


also  from  Russia  and  India,  led  to  a  sharp  and  continued 
fall  in  the  price  of  corn  on  all  European  markets.  As 
a  result  the  export  of  German  corn  to  England  and  other 
markets  practically  ceased,  while  Germany  herself  was 
"invaded"  in  increasing  measure  by  cheap  foreign  corn. 
The  value  of  land  fell  with  the  price  of  corn,  and 
landlords  who  after  the  Franco-German  war  had  bought 
properties  at  exorbitant  prices,  in  most  cases  with  bor- 
rowed capital,  were  threatened  with  bankruptcy,  and 
demanded  Protection. 

In  1879  a  duty  of  2s.  2d.  a  quarter  was  imposed  on 
imported  rye,  wheat  and  oats,  and  a  duty  of  is.  id.  on 
barley.  But  as  the  world-price  continued  to  fall  the  land- 
lords soon  declared  this  modest  measure  of  Protection  to 
be  inadequate.  In  1885  the  duty  on  rye  and  wheat  was 
raised  to  6s.  6}4<^-',  in  1887  to  los.  lo^d. 

A  succession  of  deficient  harvests  culminated,  in  1891, 
in  a  year  of  distressful  scarcity.  Prices  had  returned  to 
the  level  of  the  early  'seventies.  Rising  bread  prices 
coincided  with  falling  wages  and  diminished  employment, 
for  the  Bismarck  tariff  had  provoked  retaliatory  measures 
on  the  part  of  Russia,  Austria-Hungary  and  the  United 
States,  and  trade  was  consequently  depressed. 

As  a  measure  of  relief,  Chancellor  Capri vi  entered 
into  a  series  of  commercial  treaties,  under  which  duties 
on  rye  and  wheat  were  reduced  from  los.  loj^d.  to 
7s.  7K<^->  on  oats  from  8s.  8d.  to  6s.,  and  on  barley  from 
5s.  to  4s.  4d. 

Great  was  the  indignation  of  the  landowners. 

Marshalled  by  Prince  Bismarck — the  greatest  agitator, 
excepting  only  Luther  and  Liszt,  whom  Germany  has 
ever  produced — they  formed  the  Union  of  Landlords, 
defeated  Count  Caprivi,  and  insisted  that,  immediately 
on  the  expiration  of  the  Caprivi  treaties,  the  grain  duties 
should  be  raised.    On  December  25,  1902,  a  new  tariff  law 


was  presented,  as  a  Christmas  gift,  to  the  German  people. 
Under  this  law  the  minimum  duties  were  lis.  lod.  a 
quarter  on  wheat,  los.  lod.  on  rye  and  oats,  8s.  8d.  on 
malting  barley,  and  3s.  3d.  on  barley  for  fodder;  the 
duties  to  come  into  force  on  March  i,  1906. 

EFFECT    OF    THE    DUTIES 
I. — On  Imports 

The  Protectionist  policy  of  the  Agrarians  has  failed 
to  keep  out  foreign  corn,  which  is  imported  in  larger 
and  larger  quantities,  for  the  home  supply  has  long  ceased 
to  suffice,  and  is  becoming  more  and  more  inadequate  to 
meet  the  demand  of  a  rapidly  growing  population  with 
a  gradually  improving  standard  of  living.  Since  1880 
tlie  population  of  Germany  has,  on  an  average,  increased 
by  more  than  i  per  cent,  annually.  Moreover,  during 
the  past  forty  years  the  industrialisation  of  Germany  has 
proceeded  apace,*  and  has  materially  altered  the  habits 
and  requirements  of  the  people. 

The  diet  on  which  the  field  labourer  may  thrive  will 
not  suffice  to  nourish  the  town-dweller  working  under  less 
healthy  conditions  in  factory  or  ofifice.  He  requires  better 
bread  and  more  meat.  The  development  of  industrial 
Germany  has  therefore  led  to  a  great  increase  in  the  con- 
sumption of  wheat  as  compared  with  that  of  rye,  and  in 
the  consumption  of  meat. 

During  the  six  years  1878-83  the  average  annual  con- 
sumption of  rye  per  head  w^as  98.8  kilogrammes,  of  wheat 
47.2  kilogrammes;  during  the  six  years  1903-8  the  figures 
were — rye  99.4  kilogrammes,  wheat  65.7  kilogrammes. f 

The   great  increase  in   the  consumption   of  meat   has 

*  In  1882  about  42%  of  the  people  were  still  supported  by  agricultural 
pursuits  ;  in  1907  this  proportion  had  fallen  to  about  27%. 
t  One  kilogramme  equals  2.2  lbs. 


increased  the  demand  for  feeding  stuffs.  To  produce  one 
kilogramme  of  meat,  ten  kilogrammes  of  feeding  stuffs 
must  be  consumed.*  A  hundred  years  ago  cattle  were 
but  scantily  fed;  to-day  nearly  2,000,000  tons  of  rye  are 
annually  consumed  as  fodder. 

In  addijLion  to  the  corn  required  directly  and  indirectly 
for  human  nourishment,  flour  is  now  used  for  industrial 
purposes  to  an  extent  undreamed  of  in  former  days. 

The  demand  for  corn  has  therefore  increased  at  a  yet 
greater  rate  than  the  growth  of  population. 

The  Agrarians  declare  that  with  sufficiently  remunera- 
tive prices  Germany  should  be  able  to  produce  all  the 
agricultural  products  she  requires.  This  belief,  widely  held 
and  shared  by  some  men  of  excellent  ability,  is  entirely 
erroneous  and  based  upon  faulty  calculations.  It  assumes 
the  possibility  of  a  tremendous  increase  in  Germany's 
food-producing  capacity.     No  such  possibility  exists. 

At  the  beginning  of  the  nineteenth  century  large  areas 
of  fertile  land  still  lay  idle  and  untilled.  But  thirty  years 
ago  all  these  had  already  been  brought  under  cultivation. 
Since  1878  the  acreage  of  land  devoted  to  agricultural 
uses  has  slowly  but  steadily  diminished;  it  must  continue 
to  diminish  as  the  towns  extend  their  borders,  covering 
field  after  field  with  bricks  and  mortar.  In  1883  there 
were  2.05  acres  of  cultivated  land  per  head  of  the  popula- 
tion;  in  1900,  1.53  acres  only.  If  the  population  increases 
and  the  area  available  for  cultivation  diminishes  at  the 
same  rate  as  at  present,  there  will  be,  in  1950,  only  one- 
third  of  an  acre  of  cultivated  land  per  head  of  the  popu- 
lation. 

The  area  devoted  to  corn-growing  could  only  be 
cKtended  by  diminishing  the  acreage  devoted  to  other 
agricultural    purposes,    or   by   making    inroads    upon    the 

♦  Werner  and  Albert :  "  German  Agriculture  at  the  Close  of  the  Nineteenth 
Century." 


forests.  But  this  would  not  render  Germany  in  any 
degree  less  dependent  on  foreign  countries,  for  the  home 
supply  of  other  agricultural  products,  as  also  of  timber, 
already  falls  far  short  of  the  demand,  and  these  articles, 
as  well  as  corn,  must  needs  be  imported  in  ever-growing" 
quantities. 

True,  there  are  still  waste  lands  in  Germany,  but  these 
are  barren  ;  to  grow  corn  upon  them  would  be  so  costly 
that  it  could  only  be  done  if  prices  ruled  at  a  yet  far 
higher  level  than  they  do  to-day.  The  low  average 
yield  per  acre  of  corn  in  Germany,  as  compared  with 
that  in  the  United  Kingdom,  Belgium,  Holland  and 
Denmark,  is  largely  due  to  the  fact  that  in  Germany,  as 
a  result  of  Protection,  a  great  deal  of  land  is  used  for 
corn-growing  which  is  unsuitable  for  the  purpose  and 
would  not  be  so  used  in  a  Free  Trade  country.  The 
yield  on  good  lands  is  as  great  in  Germany  as  in  the 
other  countries,  but  much  German  capital  is  wasted  on 
the  needless  cultivation  of  unfertile  soils. 

No  conceivable  improvements  in  methods  of  cultiva- 
tion can  enable  Germany  to  feed  herself  now  or  in  the 
future.  In  spite  of  her  protective  policy  her  people 
already  live  for  52.6  days  in  the  year  on  foreign  corn. 

Agrarian  Protection  has  failed  to  stop  imports.  What 
has  been  its  effect  upon  the  life  of  the  nation  ? 

II. — On  Prices 

When  Bismarck  first  imposed  the  corn  duties  he 
maintained  that  the  foreigner  would  pay  all  or  a  part  of 
the  tax.  The  argument  was  not  taken  seriously  by  his 
parliamentary  supporters,  who  regarded  it  as  purely 
tactical,  for  to  them  the  whole  object  of  imposing  the 
duties  was  to  raise  prices  in  the  interest  of  the  land- 
owning classes.     Admitting  that,    under  exceptional  cir- 
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cumstances,  a  part  of  an  import  duty  may  occasionally 
be  borne  by  the  exporting  and  not  by  the  importing 
country,  what  has  been  Germany's  actual  experience  in 
this  matter? 

From  the  first  the  consumer  paid  the  greater  part  of 
the  duties ;  for  many  years  he  has  paid  the  whole. 

The  duties  when  first  imposed  did  not  actually  ca\ise 
a  rise  in  prices,  as  the  world-price  was  at  the  time  rapidly 
falling,  but  they  raised  prices  above  the  level  of  the 
world-price. 

In  the  case  of  wheat  they  raised  the  price  by  about 
four-fifths  of  the  duty;  in  the  case  of  barley  they  did  so 
by  the  whole  amount  of  the  duty;  and  in  the  case  of  oats 
by  more  than  the  amount  of  the  duty. 

In  the  wheat-producing  districts  east  of  the  Elbe,  owing 
to  local  circumstances,  the  price  did  not  rise  to  the  full 
extent  of  the  duty,  particularly  in  years  of  abundant 
harvests;  but  in  the  southern  and  western  provinces  the 
consumer  at  once  paid  the  full  price  of  Protection. 

In  the  case  of  rye,  during  the  periods  of  the  2s.  2d. 
and  of  the  6s.  6d.  duties,  the  duty  was  actually  borne 
by  Russia.  Germany  was  the  only  large  consumer  of 
rye,  therefore  Russia's  only  market;  Russia  was  obliged 
to  sell  her  rye  in  order  to  pay  the  enormous  debts  owing 
by  her  to  foreign  countries,  while  Germany  was  in  less 
need  to  buy,  for  she  not  only  produced  the  bulk  of  the 
rye  she  required,  but  her  increasing  demand  for  bread- 
stuffs  was  for  wheat  rather  than  rye.  Therefore  Russia 
reduced  her  railway  rates  on  rye  to  such  an  extent  that 
she  practically  bore  the  cost  of  the  German  rye  duty. 

When,  in  1887,  the  duty  was  raised  to  los.  10^3 d., 
about  half  was  paid  by  the  German  consumer. 

Since  1894  he  has  paid  the  whole  of  the  duty  on  rye 
as  well  as  upon  other  cereals,  thanks  to  a  rebate  policy 
which  deliberately  encourages  the  export  of  German  corn 


whenever  the  price  temporarily  falls  below   the  level  of 
the  world-price  plus  the  duty. 

Previous  to  1894  exporters  were  obliged  to  show  certi- 
ficates of  identity,  proving  that  the  corn  or  flour  exported 
was  of  foreign  origin,  before  they  could  claim  rebates. 
But  according  to  the  new  regulations  of  1894  ^^1  exporters 
of  grain,  whether  foreign  or  home-grown,  received  free 
import  certificates  covering  a  sum  equal  to  the  duty  which 
the  exported  goods  would  have  been  liable  to  pay  if 
imported.  These  certificates  could  be  used  within  a  given 
period  in  payment  of  duties  on  the  import  of  all  kinds 
of  cereals  or  of  various  other  goods,  including  coffee 
and  petroleum;  the  certificates  could  be  sold  by  the 
grain  exporter  to  whom  they  were  granted,  to  any 
merchant  desiring  to  import  any  of  the  goods  specified. 
Thus,  whenever  the  price  of  corn  on  the  German  market 
falls  short  of  the  full  amount  of  the  world-price  plus  the 
duty,  it  pays  the  German  corn-grower  to  export  his  corn 
rather  than  to  sell  it  at  home;  for,  by  so  doing,  he  sells 
his  corn  at  the  world-price,  and  can,  in  addition,  sell  the 
"free  import  certificate"  granted  to  him  for  the  full  value 
of  the  import  duty.  The  system  acts  as  a  premium  upon 
export  whenever  German  harvests  are  plentiful.  Its  effect 
is  to  maintain  the  price  of  all  German  corn,  including 
rye  (of  which  from  90  to  98  per  cent,  of  the  quantity  now 
required  can  be  grown  in  Germany),  above  the  price  on 
a  free  market,  by  the  whole  amount  of  the  duties. 

III. — On  the  Poor 

Indisputably  the  corn  duties  have  raised  corn  prices. 
High  corn  prices  mean  high  bread  prices.  Those  families 
which  eat  most  bread,  therefore,  bear  the  chief  burden  of 
the  taxes.  The  poorer  the  household  and  the  larger  the 
family,  the  greater  is  the  consumption  of  bread — the 
heavier  the  weight  of  the  taxes. 
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In  1895  Fr.  J.  Neumann  published  the  results 
of  a  careful  investigation  of  526  family  budgets,  and 
later  Wilhelm  Gerloff  conducted  a  similar  inquiry  be- 
tween 1900  and  1906.  Both  these  authorities  show  that 
the  amount  of  the  bread  tax  paid  in  proportion  to  the 
family  income  is  four  times  as  great  in  the  case  of  a 
family  earning  between  15s.  6d.  and  23s.  a  week  as  it  is 
in  the  case  of  a  family  earning  from  £4.  to  £6  a  week 
(;{^200  to  ;^300  a  year). 

An  inquiry  by  Paul  Mombert  into  the  expenditure  of 
seventy-five  families  with  an  average  income  of  ;£s6  i6s. 
a  year,  or  about  21s.  a  week,  shows  that  they  are  obliged 
to  give  thirteen  days'  wages  in  the  year  to  pay  the  present 
bread  tax  alone. 

So  long  as  the  world-price  of  corn  was  falling,  the 
taxes,  though  they  entailed  an  unnecessary  burden  upon 
the  working  classes  were  tolerable.  But  during  recent 
years  increased  taxation  has  coincided  with  a  general  rise 
in  the  world-price,  and  the  burden  has  been  cruelly  felt. 

The  workers  have  demanded  a  rise  in  wages  to  com- 
pensate them  for  the  increased  cost  of  living,  but,  in  spite 
of  repeated  strikes  and  agitations,  the  general  level  of 
wages  has  not  risen  in  proportion  to  the  rise  in  prices.  In 
some  trades,  notably  among  the  large  body  of  miners, 
there  has  been  no  rise  at  all  within  recent  years.*  As  a 
result  there  has  been  a  marked  deterioration  in  the 
nourishment  of  the  workers  since  the  Billow  tariff  came 
into  force  in  1906.  Since  that  date  the  proportional  con- 
sumption of  wheat  as  compared  with  rye  has  declined 
from  38  to  35.4  per  cent.  There  has  also  been  a  tre- 
mendous decline  in  the  consumption  of  meat. 

The  inevitable  effect  of  rising  bread  prices  is  to  reduce 
the  consumption  of  other  agricultural  produce,  and  also 

*  See  wage-statistics  for   1908-1909  of  the   Dortmund  mining  district, 
covering  330,000  workers. 
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to  reduce  the  purchasincf  power  of  the  masses  for  manu- 
factured goods.  The  clothing  and  boot  and  shoe  trades 
invariably  suffer. 

High  bread  prices  also  encourage  overcrowding  by 
reducing  the  capacity  of  the  working  classes  to  pay  the 
rent  of  decent  dwellings.  Their  effect  upon  society  is 
altogether  deleterious.  Statistics  of  criminology  indicate 
that  when  bread  rises  in  price  crimes  against  property 
increase. 

IV.— On  the  Revenue 

To  what  extent  do  these  burdensome  taxes  benefit 
the  National  Exchequer? 

As  Germany  is  compelled  to  import  grain  in  large 
quantities,  or  to  starve,  the  duties  provide  a  considerable 
revenue.  The  maximum  amount  received  from  all  duties 
on  cereals  in  any  year  was  £i3'3  millions  in  1907,  or 
about  4s.  3d.  per  head  of  the  population.  But  as  the 
duties  raise  the  price  of  home-grown  as  well  as  of  im- 
ported grain  by  the  amount  of  the  duties,  their  ultimate 
effect  upon  the  public  revenues  is  altogether  injurious. 
For  the  burden  entailed  upon  the  public  is  far  greater 
than  the  revenue  flowing  to  the  treasury,  and  the  ability 
of  the  taxpayer  to  contribute  in  other  ways  to  the  expenses 
of  Empire,  States  and  Municipalities  is  thus  seriously 
impaired.  The  many  measures  of  Fiscal  Reform  tried 
within  recent  years  have,  in  consequence,  all  proved  futile. 
Direct  taxes  have  been  raised;  indirect  taxes  have  been 
multiplied  until  the  German  citizen  pays  tribute  upon 
every  article  which  he  uses  or  enjoys.  Still  the  taxes 
fail  to  yield  revenues  sufficient  to  meet  the  ordinary 
expenses  of  the  State.  There  remains  no  alternative  but 
to  borrow.  The  indebtedness  of  Empire,  States  and  Muni- 
cipalities has  increased,  between  1871  and  1909,  by  ;^  1,3 10 
millions. 
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When  the  Government,  at  the  bidding  of  the  Agrarians, 
proposed,  in  1902,  to  raise  the  corn  duties,  it  was  found 
necessary,  in  order  to  accomplish  their  end,  to  secure  the 
support  of  the  Centrum,  the  great  CathoHc  party,  which 
consists  to  a  considerable  extent  of  large  bodies  of  working 
men  in  the  industrial  Rhenish  and  Westphalian  provinces. 
The  Government  therefore  promised  that  the  surplus 
revenue  derived  from  the  raising  of  the  duties  should  be 
applied  in  aid  of  a  great  widows'  and  orphans'  insurance 
scheme. 

Never  did  a  Government  more  palpably  speculate  on 
the  ignorance  of  its  working-class  supporters.  They  were 
asked  to  consent  to  an  artificial  increase  in  the  cost  of 
living  amounting  to  about  ;^5o  millions  a  year  in  order 
that,  at  best,  some  ;^5  millions  might  be  spent  in  aid  of  the 
widows  and  orphans. 

The  workers  have  paid  dearly  for  the  sop  offered  them. 

The  increased  duties  have  not  provided  any  substantial 
surplus  revenue  for  the  benefit  of  the  widows  and  orphans. 

Such  additional  revenue  as  has  been  received  from 
wheat  and  barley  has  been  largely  neutralised  by  a  loss  in 
the  revenue  from  rye  and  oats,  for,  thanks  to  the  ridiculous 
system  of  export  premiums,  there  has  latterly  been  an 
increasing  export  of  these  cereals. 

In  1909  absolutely  no  contribution  could  be  made  to 
the  widows'  and  orphans'  insurance  fund.  The  cost  of 
living,  however,  has  steadily  increased. 

During  the  three  years  1907-1909  the  corn-buying 
population  of  Germany  paid  yearly  (on  an  average)  ;^4.7 
millions  to  the  State  in  taxes  on  imported  rye,  wheat 
and  oats,  and  ^41.4  millions  into  private  pockets  on 
account  of  the  artificially  enhanced  prices  of  home- 
grown rye,  wheat  and  oats.  That  is,  the  consumer  paid 
IS.  lod.  per  head  to  the  State,  and  i6s.  2d.  into  private 
pockets. 
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V. — On  the  Landowners 

Who  are  the  receivers  of  this  gigantic  tribute  ?  The 
small  class  of  large  landowners. 

Only  those  landowners  can  benefit  who  produce  more 
corn  than  they  consume.  Practically  all  small  holders 
consume  more  corn  than  they  produce.  They  are  mainly 
engaged  in  growing  other  agricultural  produce  and  in 
raising  stock. 

In  1882  only  23.3  per  cent,  of  all  the  holdings  in  the 
German  Empire  exceeded  12}^  acres.*  It  may  be  fairly 
assumed,  therefore,  that  at  that  time  considerably  less  than 
one-quarter  of  the  landed  interest  in  Germany  derived  any 
benefit  from  the  corn  duties.  The  large  landowners, 
notably  those  of  East  Prussia,  were  the  only  beneficiaries. 

Prince  Hohenlohe,  when  Chancellor  of  the  German 
Empire,  stated  in  the  Reichstag,  in  1895,  that  only  21  per 
cent,  of  the  agricultural  population  were  interested  in  the 
high  price  of  corn.  And,  according  to  the  census  of 
agricultural  holdings  of  1907,  76  per  cent,  of  the  holdings 
either  were  under  12}^  acres  or  included  no  arable  land. 

It  is  argued  that  high  corn  prices  are  indirectly  advan- 
tageous to  those  agriculturists  who  do  not  grow  corn,  in 
that  they  diminish  competition  in  other  branches  of 
agriculture.  This  argument  ignores  the  very  important 
consideration  that  high  bread  prices  restrict  the  demand 
for  other  agricultural  produce.  In  point  of  fact,  while  the 
price  of  corn  was  falling  in  Germany,  the  consumption 
of  meat  increased  so  rapidly  that  meat  prices  rose  during 
that  period.  Moreover,  high  prices  of  cereals  raise  the 
cost  of  feeding  cattle,  and  oblige  the  stock-breeding 
peasants  to  sell  at  whatever  price  they  can  obtain. 

The  policy  of  raising  corn  prices  benefits  the  large 
landowner,  and  the  large  landowner  alone. 

*  Five  hectares.     One  hectare  =  2.47  acres. 
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Yet  even  this  class  does  not  uniformly  or  permanently 
benefit. 

High  corn  prices  raise  the  value  of  corn-growing  land. 
Whenever  such  a  rise  occurs,  a  large  number  of  landlords 
are  prompted  to  sell  their  properties  at  the  enhanced  price, 
and  so  at  once  to  capitalise  the  value  of  the  duties.  The 
new  owner,  who  has  purchased  at  the  enhanced  price, 
stands  to  lose  the  interest  on  his  capital  whenever  the 
price  of  corn  falls  below  the  level  on  which  the  purchase 
price  was  reckoned ;  or  if  he  has  mortgaged  his  estate,  as 
is  frequently  the  case,  he  has  a  difficulty  in  paying  the 
interest  due  on  the  mortgage.  He  therefore  demands 
increased  Protection.  With  each  increase  in  the  duties, 
prices  again  rise,  the  value  of  land  again  rises,  existing 
owners  are  again  tempted  to  realise  a  great  and  imme- 
diate profit  by  selling,  and  a  fresh  set  of  landlords, 
who  have  bought  at  a  higher  level,  are  soon  faced 
with  the  same  difficulties  as  were  their  predecessors 
who,  under  lower  duties,  had  bought  at  a  lower  price. 
A  further  rise  in  the  duties  is  demanded,  and  so 
ad  injinituni. 

The  extraordinary  rise  in  the  price  of  land  within  recent 
years  is  matter  of  general  complaint.  Even  such  organs 
of  conservative  opinion  as  the  Sshlcsische  Volkceitung 
have  drawn  attention  to  it.  In  December,  190S,  this  paper 
published  striking  instances  of  properties  which  had 
doubled  and  trebled  in  price  within  seventeen,  and  even 
ten,  years.  Thus  :  "The  estate  of  Wonno  was  bought  in 
1897  for  ;^5,7i5.  At  the  recent  sale  no  less  than  ;{,' 18,500 
was  given  for  it.  In  this  short  period,  therefore,  the 
price  has  trebled." 

The  Berliner  Tageblalt,  of  July  17,  1910,  records  that 
"The  estate  of  Odin,  in  the  district  of  Luckau,  was  sold 
twelve  years  ago  for  ;^i3,5oo;  a  year  and  a  half  ago  it 
changed  hands  for  ;^25,ooo,  and  it  has  now  recently  been 
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sold  for  ;^37,500.     In  twelve  years  the  price  has  almost 
trebled  !  " 

The  Frankfurter  Zeitnng,  of  July  9,  1910,  in  an  article 
giving  instances  of  the  extraordinary  rise  in  rents,  adds  : 
"  If  such  rises  in  rent  are  demanded  and  paid,  the  corn 
duties  will  indeed  never  be  high  enough." 

This  great  rise  in  the  value  of  land  has  led  to  an 
unprecedented  number  of  sales.  During  the  five  years 
1903-8  one-fifth  of  the  landed  properties  in  Prussia  have 
been  sold. 

The  extensive  purchase  of  land  at  enormously  en- 
hanced prices  has  very  seriously  increased  the  interest 
charges  upon  the  land,  a  circumstance  which  is  gravely 
deplored  even  by  leading  supporters  of  the  y\grarian 
policy.  The  Prussian  Minister  of  Agriculture,  Herr  von 
Arnim,  spealdng  in  the  Lower  House  of  the  Prussian 
Diet,  has  said:  "Our  tariff  policy  doubtless  confers  not 
inconsiderable  benefits  on  landlords  of  the  present  day. 
It  is  certain  that  these  benefits  must  within  a  given  period, 
generally  within  one  generation,  be  discounted  by  in- 
creased debts,  so  that  the  agricultural  interest  will  then 
be  no  better  off  than  it  is  to-day.  In  this  case  our  tariff 
policy  will  have  been  worse  than  useless— it  will  have 
been  harmful.  If  there  were  to  be  either  a  diminution 
or  a  repeal  of  the  corn  taxes — and  who  dares  deny  this 
possibility  ? — then,  gentlemen,  terrible  catastrophes  would 
follow.  Our  tariff  policy  can  be  justified  only  if  we  take 
measures  to  combat  its  unintentional,  but  nevertheless 
injurious  consequences." 

The  amount  of  agricultural  land  per  head  of  the 
population  decreases  annually  in  Germany  at  the  rate  of 
about  one-fortieth  of  an  acre.  If  the  population  continues 
to  increase  at  its  present  rate  there  will,  in  1950,  be 
only  one-third  of  an  acre  p>er  head  still  available  for 
cultivation  ;  one-third  of  an  acre  of  German  soil  per  head 
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is,  according  to  Protectionist  demands,  to  provide  the 
entire  German  people  with  food.  Whatever  the  increased 
yield  per  acre,  the  idea  is  overwhelmingly  absurd. 

The  nearer,  however,  we  approach  to  this  state  of 
things  the  higher  will  be  the  prices  of  the  necessaries 
of  life;  the  higher,  consequently,  the  prices  of  land. 

If  the  Agrarians  continue  to  treat  that  annually  increas- 
ing proportion  of  the  German  people  which  does  not  live 
by  agriculture  as  a  negligible  quantity,  as  a  class  whose 
interests  need  not  be  considered,  then  the  day  of  which 
Herr  von  Arnim  speaks  will  be  inevitably  hastened — the 
day  on  which  the  corn  taxes  will  be  entirely  repealed. 

The  higher  the  price  of  land  has  been  driven  by 
Protectionist  duties  the  more  terrible  will  be  the  final 
day  of  reckoning.  It  is,  therefore,  just  from  the  point 
of  view  of  the  interests  of  the  agriculturists  that  all  their 
true  friends  should  turn  their  attention  to  the  gradual 
diminution  of  the  tariff.  That  is  the  only  means  by 
which  a  return  from  the  present  dangerous,  artificially 
created  position  to  a  more  healthy  state  of  affairs  can  be 
brought  about  without  ruinous  results  for  the  landed 
classes.  Let  them  take  to  heart  the  warning  uttered  in 
1885  by  Dr.  G.  Ruhland,  the  present  scientific  adviser 
to  the  Union  of  Landlords,  before  he  accepted  that 
position.  He  then  concluded  his  examination  of  the  Pro- 
tectionist policy  with  these  words  : 

"If  the  national  monopoly  of  the  production  of  food- 
stuffs enables  the  owners  of  land  to  absorb  the  national 
capital  in  the  form  of  rents,  won  with  neither  toil  nor 
trouble,  and  so  empowers  them  to  enrich  themselves  by 
starving  thousands  of  their  fellow-citizens,  then  there  is 
no  longer  any  moral  justification  for  private  property  in 
land." 


pRiNTbD   uy   Cassbll  AMD  CoMrANv,   LiMiTBD,   La   Bullk   Sawack,   Lomdum,    i.C. 
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The  Influence  of  Protection  on 
Agriculture  in  Germany 

Nothing    in    German    political    history    of    to-day    has 
been    more    remarkable    than    the    results    of    the    recent 
by-elections    to    the    Reichstag,    at    Usedom-Wollin    and 
Friedberg-Biidingen.     Both  are  essentially  agrarian  con- 
stituencies,  and  the  latter  specially  was  represented  for 
seventeen  years  by  one  of  the  chief  Agrarian  leaders  in 
Germany,  Count  Oriola,  a  pillar  of  the  formidable  Union 
of    Farmers,    the    organisation    of    Prussian    and    other 
Junkers.     Yet  in  both  the  Agrarian  candidates  have  sus- 
tained a  crushing  defeat,   and  that  at  the  hands  of  the 
Social  Democrats.     Seeing  that  the  latter  had  at  no  time 
in  the  course  of  their  previous  history  been  able  to  obtain 
anything  like  a  solid  footing  in  the  agricultural  districts, 
and  at  the  general  election  of  1907  lost  enormously  pre- 
cisely in  the  rural  and  semi-rural  constituencies,  the  present 
remarkable  swing  of  political  opinion  among  the  agricul- 
tural population  cannot  but  be  regarded  as  a  symptom 
of  profound  unrest,   due  to  some  formidable  cause.     A 
peasant  population,  which  in  Germany,   as  elsewhere,   is 
not  only  dominated  by  the  squire  and  parson,  but  by  the 
whole  chain  of  traditions  and  conceptions  handed  down 
from  centuries  before,   is  not  easily   moved  even  on   the 
road  which  lies  nearest  to  it,  and  when  we  see  it  swing- 
ing   round    within   a    short    period   of    three   years    from 
extreme  conservatism  to  extreme  revolutionism,   flouting, 
as  it  were,  all  authority  and  all  traditions,  we  are  entitled 
to  suppose  some  very  powerful  agency  at  work. 

What   is  that  agency?     The  Socialist    Vonvdrts*   in 
commenting  upon  the  result  of  the  by-election  at  Fricd- 

*  June  25,   1910. 


berg-Biidingen,  put  the  matter  in  a  nutshell  when  it  said  : 
"A  portion  at  least  of  the  small  farmers  have  now  at  last 
realised  that  they  had  been  duped  by  the  Union  of 
Farmers  and  had  been  sacrificed  in  the  interests  of  the 
large  landlords."  Those  who  have  followed  German  home 
politics  during  the  last  decade  will  not  need  to  be  told 
what  this  means.  It  means  that  the  small  farmers  have 
become  disappointed  with  the  Agrarian  tariff  of  1902, 
which  they  had  been  induced  to  support  as  a  measure 
calculated  to  further  their  interests,  but  which  has  ulti- 
mately turned  out  to  be  to  their  disadvantage  and  to 
further  the  interests  only  of  the  large  landed  proprietor. 
It  is,  then,  according  to  the  Socialist  organ,  the  discovery 
that  high  Protection  has  brought  them  great  harm  that 
has  induced  the  small  farmers  to  revolt  against  the  Junkers 
and  is  driving  them  into  the  most  uncompromising  oppo- 
sition to  the  present  order  of  things. 

There  is  a  good  deal  of  truth  in  this  view,  for  though 
the  last  Agrarian  tariff  has  only  been  in  operation  four 
years,  its  detrimental  effect  on  the  economic  condition  of 
the  small  landholder  and  farmer  is  becoming  patent  to  all 
students  of  German  agriculture.  It  is  desirable  that  in 
this  country,  too,  the  public  should  know  what  this  effect 
is,  seeing  that  our  Tariff  Reformers  lay  great  stress  on 
the  benefits  which  small  farming  would  derive  from  pro- 
tective duties  on  agricultural  produce,  and  even  profess 
to  see  in  them  the  basis  on  which  a  class  of  peasant  pro- 
prietors could  be  created  and  reared  afresh  in  this  country. 

There  was  a  time,  as  everybody  knows,  when  the 
German  Agrarians  were  most  passionate  Free  Traders. 
"It  is  true,"  said  Herr  von  Wedell,  the  leader  of  the 
Conservatives  in  the  Reichstag,  as  late  as  1877,*  "that 
there  are  duties  on  some  agricultural  produce,  such  as 
hops,  butter,  cheese,  and  pigs.  But  these  duties  are 
purely  financial,  and  I  can  tell  you — I  think  all  the  German 

•  Janssen,   "  Liberate  Bauernpolitik,"  Berlin,   1910,  p.   52. 


farmers  will  support  me — that  we  are  prepared  at  any 
moment  to  abolish  them."  Germany  was  at  the  time  a 
great  grain-exporting  country,  and  the  Junkers  had  no 
interest  in  duties  which  would  bring  them  nothing  and 
would  create  difficulties  for  their  exports.  But  in  1879 
Bismarck,  yielding  to  the  pressure  of  the  big  industrialists, 
decided  to  introduce  Protection  for  the  manufacturing 
interests,  and  in  order  to  conciliate  the  Agrarians,  who 
looked  with  disfavour  on  the  industrialisation  of  the 
country,  he  offered  them  a  duty  on  corn.  Not  all 
Agrarians  accepted  the  bargain.  Some  fought  against  it, 
and  only  accepted  a  duty  of  5  marks  per  ton  for  purposes 
of  import  "registration."  But  others  saw  in  the  proposed 
duty  a  compensation  for  the  possible  decrease  of  exports, 
and  even  effected  an  increase  to  10  marks  per  ton.  Herr 
Wedell  now  himself  declared*  that  "the  protection  of 
iron  and  of  rye  is  equally  indispensable  to  the  welfare  of 
the  Fatherland."  "The  welfare  of  the  Fatherland"  has 
since  then  become  synonymous  with  a  high  import  duty 
on  corn  and  other  agricultural  produce.  In  the  very  year 
1879,  when  he  was  creating  industrial  as  well  as  Agrarian 
Protection,  Bismarck  declaredf  that  "even  the  most  in- 
sane Agrarian  will  never  think  of  a  duty  of  30  marks  per 
ton."  But  in  1885  the  duty  was  raised  to  that  figure,  and 
two  years  later  it  even  rose  to  50  marks.  With  the  fall  of 
Bismarck  and  the  advent  of  Caprivi  there  came  a  period 
of  comparative  relaxation,  due  to  the  new  policy  of  com- 
mercial treaties,  and  the  duties  were  lowered  to  35  marks 
for  wheat  and  rye,  28  marks  for  oats,  20  marks  for  barley, 
and  so  all  round.  The  amount  of  Protection  thus  offered 
to  the  pockets  of  the  Junkers  was  still  very  ample,  but  so 
used   had   they   become   to    make   additional    profit   from 

*  Janssen,  I.e.,  p.  53. 

t  Gothein,  "  Der  von  dcr  stnatlichon  Wirtschaftspolitik  in  Deutschland 
erzielte  Effekt  auf  industrielle  und  landwirtschaftliche  Entwicklung," 
Berlin,  1909,  p.  2. 


the  home  consumers  that  its  slight  curtailment  turned 
them  all  into  revolutionists.  "I  propose  to  you,"  ran  the 
famous  appeal  of  one  of  their  stalwarts,  Herr  Rupert,* 
"nothing  more  nor  less  than  that  we  should  all  join  the 
Social  Democrats  and  make  serious  opposition  to  the 
Government.  We  must  show  it  that  we  will  not  stand 
the  bad  treatment  meted  out  to  us,  and  that  we  must 
make  it  feel  our  power.  .  .  ,  We  must  shout  so  that  the 
whole  country  shall  hear  us ;  we  must  shout  until  our 
voices  reach  the  halls  of  Parliament  and  of  the  Ministries; 
we  must  shout  until  our  voice  is  heard  on  the  very  steps 
of  the  throne."  And  they  did  shout  and  oppose  the 
Government  in  a  manner  that  up  to  that  time  had  been 
unknown  in  Germany.  They  did  not,  indeed,  join  the 
Social  Democrats,  but  they  formed  an  organisation  of 
their  own — the  Union  of  Farmers — which  soon  shook 
heaven  and  earth  with  its  cries.  It  did  not  matter  to 
them  that  the  Prussian  State  Council,  after  considering 
their  demands,  declined  to  accede  to  them,  finding  it  "a 
doubtful  policy  for  the  State  to  increase  the  prime  neces- 
sity of  life."  t  Nor  were  they  much  moved  when  the 
Prussian  Minister  of  Agriculture,  Herr  von  Hammerstein, 
openly  declared  their  agitation  to  be  "dangerous  from  a 
public  point  of  view."  They  did  not  even  mind  being 
branded  by  the  Kaiser  himself  as  "bread-usurers."!  They 
proceeded  in  their  agitation  with  an  ever  increasing  energy 
and  unscrupulousness,  gained  the  adherence  of  the  fore- 
most Junkers,  titled  and  otherwise,  in  the  land,  overthrew 
first  Count  Caprivi  and  then  Prince  Hohenlohe,  and  lastly, 
having  obtained  a  Chancellor  after  their  own  heart  in 
Billow  and  sympathetic  allies  in  the  Clerical  Centre,  they 
succeeded  in  overpowering  all  opposition  and  ultimately, 
after   a    great    parliamentary    fight,    carried   their    object 

•   Janssen,   I.e.,  p.   6i. 

t  E.  Wurm,  "  Die  Finanzgeschichte  dcs  Deutschen  Reiches, "  Hamburg, 
>9io,  p.   133. 
X    Wurm,  ib. 


through.  On  the  night  of  December  14,  1902,  the  new 
Agrarian  Tariff  was  adopted  in  the  Reichstag  by  a 
majority  of  202  against  100  votes,  and  came  into  force  in 
March,  1906.  By  it  the  duty  on  wheat  was  raised  to 
55  marks  per  ton,  on  rye  to  50  marks,  on  oats  likewise  to 
50  marks,  on  malt  barley  to  40  marks,  on  fresh  meat  to 
270  marks,  on  boneless  fresh  meat  to  224  marks,  on  frozen 
meat  to  350  marks,  and  so  forth  in  a  generous  manner, 
excluding  from  Protection  only  donkeys,  foreign  decora- 
tions, and  dead  bodies  in  coffins. 

Undoubtedly  the  peasants  and  small  farmers  formed 
the  main  support  of  the  Agrarian  agitation.  Even  at 
present,*  out  of  316,000  members  of  the  Union  of  Farmers, 
only  about  2,000  belong  to  the  class  of  large  proprietors, 
who,  it  is  true,  manage  the  Union,  but  represent,  never- 
theless, a  small  minority.  The  bulk  belongs  to  the  peasant 
class,  which  has  been  gained  over  by  specious  arguments 
concerning  high  profits,  exclusion  of  imports,  extension 
of  farm  land,  safety  of  the  home  market,  and  all  the  good 
things  which  are  usually  trotted  out  on  such  occasions. 
Let  us,  then,  consider  how  these  prospects  have  been 
realised. 

The  most  obvious  effect  of  the  Agrarian  duties  has 
been  a  rise  of  prices  of  agricultural  produce.  To  take 
but  the  chief  kinds  of  corn,  wheat  and  rye,  we  find  the 
following  movement  of  prices  (in  marks  per  ton)  on  the 
Berlin  market  :t 


VtTieat. 

Rye. 

Wheat, 

Rye. 

1895  

142.5 

119. 8 

'90s    ••• 

...       174.8 

151-3 

1900 

151.8 

142.6 

1906    ... 

...       179.6 

160.6 

I90I     

163.6 

140.7 

1907    ... 

206.3 

193.2 

1903    

163.1 

144.2 

1908    ... 

211. 3 

186.5 

I9«3     

161. 1 

132.3 

1909    ... 

...       233.9 

1765 

1904     

1744 

I3S-I 

iQio   (Jan. 

i)       227.1 

167.0 

This  table  exhibits  not  only  a  steady  increase  of  prices 


*  Wurm,  I.e.,  p.   130. 

t    Compiled     from     the    data     of     Berlin     Statistical     Bureau     by     the 
"  Vorwarts,"  No.    123,    1910  ("  Wirtschaftlicher  Wochenbericht  "). 


8 

of  corn  in  the  course  of  the  last  fifteen  years,  but,  what 
is  of  special  interest  to  us,  a  considerable  jump  in  the 
year  1906-7,  immediately  after  the  new  Tariff  came  into 
force,  and  the  unmistakable  growth  since  then.  It  may, 
of  course,  be  argued  that  this  increase  of  prices  has  been 
noticeable  in  all  countries  and  is  not  confined  to  Germany 
alone.  As  against  this  it  is  but  necessary  to  compare 
the  prices  in  Germany  and  this  country  in  order  to  see 
that  all  through  German  prices  have  been  increased  by 
the  amount  of  the  duty.  Thus  the  annual  average  prices 
of  wheat  per  imperial  quarter  in  England  and  Wales  and 
Prussia  have  been,  since  1875,  as  follows:* 


England  and 

Amount  of 

Wales. 

Prussia. 

Duty. 

s. 

d. 

s. 

d. 

s.     d. 

187s  ... 

45 

2 

41 

II 

— 

1880  ... 

44 

4       •■• 

46 

10 

2      2 

1885  ...     , 

32 

10 

34 

8 

2      3 

1890    ... 

31 

II 

41 

2 

...        6     6}4 

1895  ...     , 

23 

I 

30 

0 

7     1% 

1900    ... 

26 

II 

32 

I 

7     1% 

1905  ... 

29 

8       ... 

36 

7 

-        7     7V> 

1906    ... 

28 

3       ••• 

37 

3 

11      lO 

1907   ... 

30 

7       •■• 

43 

I 

II    10 

1908    ... 

32 

0 

43 

8 

II    10 

Ever  since  the  first  duties  were  introduced  the  prices 
in  Prussia  have  invariably  stood  above  those  in  England 
and  Wales  almost  to  the  exact  amount  of  the  duty.t 
Indeed,  it  could  not  be  otherwise,  for  though  the  pro- 
duction of  corn  cannot  be  regulated  in  a  manner  similar 
to  that  of  manufactured  articles,  in  consequence  of  which 
a  good  crop  mu.st  nece.ssarily  lead  to  a  fall  of  home  prices, 
be  the  import  duty  ever  so  high,   that  danger  has  been 

*  "  British  and  Foreign  Trade  and  Indu<!try,"  1909  (Cd.  4954),  pp. 
194-195- 

t  According  to  the  "  Viertcljahrsheft  zur  Statistik  des  Deutschen 
Reichcs,"  1910,  I.,  the  prior-  for  wheat  in  the  first  quarter  of  the  current 
year  was  as  follows:  Berlin,  226.2;  London,  164.5;  Odessa,  167.(5; 
Chicago,    173.5,   ^nd   Liverpool,    191. 3  marks  (shillings)  per  ton. 


obviated  in  Germany  by  a  provision  allowing  a  remission 
of  duty  to  the  exporters  of  corn  in  the  shape  of  certifi- 
cates entitling  the  holders  to  a  rebate  of  equal  amount  on 
certain  articles — coffee,  petroleum,  flour,  and  corn — im- 
ported from  abroad.  Thus,  supposing  one  exports  i,ooo 
tons  of  wheat,  the  exporter  gets  a  certificate  of  the  value 
of  5,500  marks,  which  is  the  amount  of  duty  which  that 
quantity  of  wheat  would  pay  if  it  were  imported.  The 
certificates  can  then  be  sold  to  an  importer  of  cofTee  at 
the  usual  discount,  and  the  rebate  is  turned  into  an  export 
bounty.  In  this  way  the  corn  market  is  effectually  relieved 
from  a  superfluity  of  corn  which  might  have  reduced  the 
price,  and  the  corn  grower,  even  when  selling  abroad  at 
the  world's  market  price,  pockets  his  duty.* 

So  far  so  good — not,  indeed,  for  the  consumer,  but  for 
the  corn  grower.  But  who  is  that  fortunate  person  who 
is  always  secure  of  his  additional  "earning"  of  5  marks 
or  5  marks  50  pfennig  per  ton?  Is  it  the  small  farmer? 
Not  in  the  least.  Prince  Hohenlohe,  in  the  course  of  the 
Agrarian  debate  in  the  Reichstag  on  March  29,  1895, 
spoke  as  follows  :  f 

"Such  proposals  will  by  no  means  benefit  all  the 
farmers.  The  major  portion  of  farming  concerns  will 
derive  no  benefit  from  them,  and  there  are  many  which, 

*  Report  on  Frankfort  for  1908,  pp.  17-19 ;  Wurm,  I.e.,  pp.  141-142. 
This  clever  contrivance  is  operated  under  the  cloak  of  the  law,  which 
permits  the  free  importation  of  goods  intended  for  re-export,  provided 
they  carry  with  them  a  proof  of  their  identity.  In  the  case  of  corn, 
however,  this  latter  provision  was  abolished  in  1894,  as  a  result  of  which 
corn  is  exported  as  if  it  has  been  previously  imported.  The  State  loses 
by  this  veiled  system  of  export  bounties  enormously,  the  exports  being, 
of  course,  much  larger  than  the  imports.  Thus,  between  August  i,  1908, 
and  July  i,  1909,  the  duty  on  rye  yielded  to  the  Exchequer  ;£7540,ooo, 
and  the  expenditure  in  connection  with  the  issue  of  the  remission  certificates 
amounted  to  ;^i,940,ooo.  The  difference — the  taxpayers'  money — was 
pocketed  by  the  exporting  landlords.  Recently  the  Government  made  an 
attempt  to  justify  the  system  in  a  Memorandum  submitted  to  the  Reichstag. 
The  arguments  were  torn  to  shreds  by  the  Association  of  German  Millers 
in  a  counter  Memorandum.     See  "  Kohiische  Zeitung,"  May  31,   1910, 

t    Wurm,   I.e.,  p.   133. 
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so  far  from  being  benefited,  will  only  suffer  from  them. 
.  .  .  Farms  up  to  12  hectares*  have  no  corn  to  sell  at  all, 
but  have  in  most  cases  to  buy  corn  themselves.  In  the 
best  of  cases  farms  above  six  hectares  will,  if  the  soil  is 
favourable,  be  in  a  position  to  meet  the  demand  of  the 
owner  and  his  family  for  corn.  The  number  of  farms 
below  12  hectares  amounts  to  some  four  millions,  that  is, 
76  per  cent,  of  all  farms.  Taking  three  and  half  persons 
per  farm,  we  find  that  a  population  of  something  like 
15  millions  will  derive  no  benefit  from  an  increase  of 
corn  duties — nay,  they  will,  with  few  exceptions,  directly 
suffer  through  an  increased  cost  of  their  living." 

This  was  the  opinion  of  an  Imperial  Chancellor,  him- 
self one  of  the  largest  landowners  in  Germany,  and  there 
can  be  no  doubt  that  it  was  rather  optimistic  than  other- 
wise. It  is  generally  believed  t  that  only  farmers  hold- 
ing more  than  100  hectares  can  and  do  grow  corn  for  sale, 
which  for  milling  or  export  purposes  must  be  of  uniform 
quality  and  offered  in  large  quantities ;  farmers  holding 
between  20  and  100  hectares  do  not  grow  it  regularly, 
and  those  holding  less  than  20  hectares  may  be  said  not 
to  grow  it  at  all  or  grow  it  only  for  their  own  consump- 
tion. The  distribution  of  landed  property  in  Germany 
was,  however,  according  to  the  last  census  of  1907,  as 
follows  (in  hectares)  : 


No. 

Per  cent 

Below    2 

3.378,509 

-        58.7 

From     3  to       5  ... 

1,006,277 

...         18.5 

From     5  to    20 

1,065,539 

...         18.S 

From  20  to  icx) 

262,191 

4.4 

Above     100           

23,566 

0.9 

The  first  two  classes  of  farmers  who  certainly  do  not 
grow  any  corn  at  all,  but  have  to  buy  it  for  their  con- 
sumption, form  over  77  per  cent,  of  the  total  number  of 
landed  proprietors.     They  are  directly  damaged  by  the 

•  The  hectare  is  equal  to  2.47  acres, 
t   Janssen,  I.e.,  pp.  67-68. 
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corn  duties  and  the  consequent  high  prices.  The  next 
class,  those  farming  between  five  and  20  hectares,  may 
not  suffer  from  the  duties,  but  they  do  not  derive  any 
benefit  from  them,  and  they  form  18.5  per  cent,  of  the 
whole.  It  thus  appears  that  the  high  duties  on  corn  have 
only  benefited  something  like  5  per  cent,  of  the  total 
number  of  farmers  in  Germany,  those  being  the  largest 
proprietors — the  so-called  big  peasants  (Grossbauern)  and 
the  feudal  landlords,  the  Junkers.  "  Welfare  of  the  Father- 
land "  indeed. 

But  if  the  small  farmers  do  not  grow  corn,  perhaps 
they  grow  something  else  on  which  they  benefit  by  Pro- 
tection ?  No  doubt  they  do.  They  breed  live  stock  for 
slaughter  and  dairy  purposes,  which  pursuit  still  forms 
the  main  agricultural  occupation  in  Germany.  Accord- 
ing to  official  statistics,  which  some  regard  as  rather  an 
under-estimate,*  40.6  per  cent,  of  the  net  revenue  yielded 
by  agriculture  comes  from  cattle  rearing  and  the  dairy 
industry,  as  against  26.4  per  cent,  which  is  derived  from 
the  sale  of  corn.  It  is  at  the  same  time  a  pursuit  in  which 
the  small  farmer  engages  to  a  much  greater  extent  than 
the  large  landowner.  To  take  the  figures  of  the  last 
census  in  Prussia,  we  find  t  that  whereas  on  the  large 
farms  of  100  hectares  and  over  the  number  of  cattle  raised 
was  one  per  4.2  hectares  and  that  of  pigs  was  one  per 
7.54  hectares,  on  the  middle-sized  farms  the  corresponding 
figures  were  one  per  1.9  and  1.89  hectares  respectively. 
Only  in  sheep  raising,  which,  of  course,  requires  exten- 
sive pastures  and  is  only  possible  on  large  estates,  the 
farms  of  100  hectares  and  over  show  a  preponderance  over 
the  smaller  sized,  the  ratio  of  sheep  being  one  per  2.4 
hectares  on  the  former,  as  against  one  per  9.6  hectares 
on  the  latter. 

*  Gothein,  I.e.,  p.  9;  cf.  Janssen,  I.e.,  p.  42. 

t "  Korrespondenz   des   Deutschen    Bauernbundes "    in    "Frankfurter 
Zeitung,"  July  8,   1910. 
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At  the  same  time  the  prices  of  live  stock  and  meat 
have  risen  considerably.  The  following  shows  the  move- 
ment of  prices  of  the  chief  animals  in  Berlin  in  marks  per 
100  kilo,  slaughtering  weight  :* 


Cattle. 

Pigs. 

Calves. 

Sheep. 

1S86-90 

104.04 

98.07 

98.06 

101.04 

1891-95    ... 

116.07 

102.06 

107.04 

101.00 

I896-I900  ... 

...       114.07 

98.66 

119.04 

107.02 

1900-05 

...       127.03 

HI. 03 

13509 

126.06 

1906 

...       147.07 

13308 

162.07 

15707 

1907 

146.06 

110.03 

163.04 

14903 

1908 

139.00 

116.03 

156.06 

140.07 

1909 

131.06 

133-03 

156-07 

141.05 

For  reasons  which  will  be  mentioned  below  the  move- 
ment of  prices  of  meat  has  not  been,  and,  indeed,  could 
not  be,  so  uniform  as  that  of  the  prices  of  corn,  but  the 
general  rise  since  the  middle  of  the  'eighties  is  unmistak- 
able, and  the  jump  in  1906  is  especially  very  notable.  It 
would  thus  appear  at  first  glance  that  the  small  farmer, 
who,  as  we  said,  is  for  the  most  part  a  cattle  and  pig 
rearer,  must  have  done,  under  Protection,  very  well.  But 
that  is  only  "at  first  glance,"  as  he  himself  soon  found 
out.  After  the  first  flush  of  enthusiasm  in  igo6,  which 
made  him  vote  at  the  elections  of  January,  1907,  for  the 
Junkers  and  other  Protectionists,  the  small  farmer  began 
to  perceive  that  the  high  prices  of  cattle  and  pigs  did  not 
go  by  themselves,  but  were  accompanied,  shadow-like,  by 
high  prices  of  other  articles,  which  went  far  to  neutralise 
the  advantages  from  the  high  meat  prices.  There  were, 
first  of  all,  the  high  prices  for  fodder.  By  the  new  Tariff 
of  1906  the  duty  on  maize  was  suddenly  raised  from  16  to 
30  marks,  that  on  fodder  rye  from  35  to  50  marks,  that 
on  beans  from  15  to  20  marks  per  ton,  and  so  on,  with 
the  sole  exception  of  barley,  the  duty  on  which,  for  fodder 
purposes,  was  reduced  from  20  to  13  marks  per  ton.  These 
duties  render  imported  fodder  absolutely   inaccessible  to 

•    Reports  on   Frankfort  for    1907,  p.    18 ;  for   1908,   p.   20. 
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the  small  farmer,  who  has  thus  to  rely  exclusively  on  his 
own  production  of  these  articles.     Should  the  corn,  hay, 
and  potato  crops  turn  out  satisfactorily,  the  small  farmer 
can,  other  things  being  equal,  make  a  good  profit  out  of 
the  sale  of  his  cattle  or  pigs;  but  when  the  crops  fail,  as 
not  infrequently  happens,  especially  on  small  farms  with 
insufficiency  of  manure,   the  animals  can   no  longer  be 
fed,  and  they  are  taken  to  market  in  poor  condition  and 
there  sold  at  almost  any  price.     In  such  times  there  is 
an  overwhelming  supply  of  young  animals  on  the  chief 
markets,  and  the  prices  sink  to  a  ruinous  level.    Should, 
immediately  afterwards,  the  prices  rise  again,  the  peasant 
finds  himself  in  a  position  of  not  having  any  more  animals 
to  sell,  in  consequence  of  which  he  is  unable  to  make  use 
of  the  improved  condition  of  the  market.*    Thus — to  take 
an  example  from  recent  years  t — in    1901   the  prices  for 
pigs  stood  at  a  pretty  high  level  of  46  to  47  marks  per 
100  kilos.     In  1904,  however,  the  potato  crop  turned  out 
very  badly,  being  about   14  per  cent,  lower  than   in  the 
previous  year.     At  once  the  small  farmer,  who  could  buy 
no  other  fodder  on  account  of  the  duty,   was  driven  to 
dispose  of  his  pigs,  and  the  prices  sank  to  33-34  marks. 
In  the  course  of  1905  the  prices  rose  again  to  44-49  marks, 
but,  the  sties  being  now  empty,  it  was  only  the  big  farmer 
and  the  Junker,  who  had  been  able  to  withhold  their  pigs 
from  the  market  in  the  previous  year,  who  got  the  benefit 
of  the  high  prices.    Gradually,  however,  the  peasant,  too, 
succeeded  in  rearing  up  a  new  supply  of  pigs,  but  by 
the  time  he  was  beginning  to  make  a  good  profit  there 
came  the  partial   failure  of  the  crops   in    1907,    together 
with  the  crisis,  which  reduced  the  consumption  of  meat, 
and  he  once  more  found  himself  with  a  vast  number  of 
animals  on  his  hands  which  he  had  to  sell  or  else  lose 
altogether.     The  prices   for  pigs   sank   once   more  from 

*  Gothein,   I.e.,   pp.    10-12. 
t  Janssen,  I.e.,  pp.  98-104. 


54  to  60  marks  per  100  kilos  in  September,  1906,  to 
29.30 — 32  marks  in  the  autumn  of  1907,  and  the  poor 
peasant  had  to  lament  the  duties  on  fodder,  which  render 
a  steady  course  of  production  and  sale  impossible.  This, 
by  the  way,  is  the  reason  why  the  prices  for  cattle  and 
pigs  do  not  move  in  a  regular  manner,  but  are  subject 
to  violent  fluctuations. 

Along  with  the  duties  on  fodder  the  small  farmer  has 
only  too  often  to  lament  the  high  duties  on  living  animals 
which  he  requires  for  rearing  or  breeding  purposes.  It 
is  largely  the  practice  of  the  peasantry  on  the  Eastern 
frontier — in  Posen,  East  and  West  Prussia,  and  in  Upper 
Silesia — to  acquire  young  and  lean  animals  and  rear  them 
or  fatten  them,  as  the  case  may  be,  and  afterwards  re-sell 
them.  The  high  prices  for  live  animals  have  rendered 
this  hitherto  pretty  safe  business  exceedingly  speculative 
and  placed  great  difficulties  in  the  way,  especially  of  the 
smaller  farmer.  It  equally  applies  to  cattle  and  pigs,  and 
still  more  so  to  horses,  the  breeding  of  which  by  the  small 
farmer  has  now  been  almost  entirely  abandoned,  the  duty 
on  horses  amounting  to  50-75  marks  per  head. 

It  is  not  otherwise  with  the  improvement  of  the  stock 
which  is  of  particular  importance  in  the  dairy  industry.* 
Dairy  farming  is  still  carried  on  by  the  small  farmer  to  a 
large  extent,  owing  to  the  high  prices  for  milk,  butter, 
and  similar  produce.  But  here,  too,  he  has  to  contend 
with  ever-increasing  difficulties.  The  climate  of  Germany 
is  generally  dry,  and  with  the  gradual  shrinkage  of 
meadow  land,  consequent  upon  the  extension  of  corn 
culture  (of  which  we  shall  yet  have  to  say  a  word  or  two 
below),  the  small  farmer  has  to  fall  back  more  and  more 
upon  the  system  of  feeding  his  cattle  in  sheds.  This  has 
a  detrimental  effect  upon  the  cattle  and  renders  the  intro- 
duction of  new  blood  by  foreign  breeds  indispensable. 
But   how  can   the   small    farmer  afford   foreign    varieties 

•  Gothcin,  I.e.,  p.   lo. 
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when  the  duty  on  all  horned  cattle  amounts  to  8  marks 
per  loo  kilos,  of  Irve  weight,  equal  to  at  least  40  marks 
per  bullock  or  cow  ?  To  this  is  added  the  embargo  which 
is  laid  on  foreign  cattle  ostensibly  for  the  purpose  of  safe- 
guarding native  breeds  from  contamination,  but  in  reality 
to  exclude  foreign  competition.*  No  ruminant  animals 
may  be  imported  from  the  United  Kingdom,  France, 
Italy,  Netherlands,  Russia,  America,  Australia,  and  many 
other  countries,  except,  under  certain  conditions,  from 
Austria-Hungary  and  Denmark.  As  a  consequence  the 
native  race  is  left  unimproved,  and,  with  the  exception  of 
certain  districts,  yields  insufficient  milk,  and  that  of  none 
too  high  a  quality .f 

It  is,  of  course,  impossible,  in  the  absence  of  statistical 
data,  to  estimate  even  approximately  the  damage  done  to 
the  rearing  of  live  stock  and  the  dairy  industry  by  the 
dearness  of  fodder  and  the  practical  exclusion  of  foreign 
breeds.  Indirectly,  however,  the  results  are  seen  in  the 
exceedingly  slow  process  of  expansion  of  these  particular 
branches  of  agriculture,  in  spite  of  the  growth  of  popula- 
tion and  the  rapid  urbanisation  of  Germany.  We  find, 
for  instance, J  that  while  in  the  period  between  1896  and 
1906  the  area  under  the  chief  corn  plants  increased  by 
360,625  hectares,  and  that  under  potatoes  by  249,211 
hectares,  meadow  land  only  extended  by  some  42,000 
hectares.  Likewise  we  find§  that,  according  to  the  census 
of  live  stock  in  the  German  Empire  on  December  2,  1907, 
only  the  number  of  pigs  increased  in  the  period  between 
1892  and  1907  in  a  substantial  manner,  namely,  from 
12. 1  to  22.1  millions,  or  82  per  cent.,  whereas  the  number 

*  Wurm,  I.e.,  p.  143.  Recently  about  forty  hrad  of  German  cattle, 
carefully  selected  for  the  Argentine  Exhibition,  were  rejected  by  the  sanitary 
authorities   at   Buenos  Ayres   as  suffering   from    tuberculosis. 

t   Gothein,  I.e.,  p.   10. 

X  Gothein,   I.e.,  p.  8. 

§    Journal  of  the  Board  of  Agriculture,  June,   1909,  p.  214. 
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of  horses,  including  military,  only  increased  from  3.8  to 
4.3  millions,  that  is,  13  per  cent.,  the  number  of  cattle 
from  17.5  to  20.6  millions,  that  is,  17  per  cent.,  and  the 
number  of  sheep  even  fell  from  13.5  to  7.7  millions.  Con- 
sidering that  the  raising  of  live  stock  is  mainly  the  occupa- 
tion of  the  small  farmer  and  constitutes  his  chief  source 
of  income,  it  is  obvious  that  his  business,  except  in  the 
pig-rearing  branch,  has  not  prospered  much.  It  must, 
moreover,  be  noticed  that  our  statistical  information  does 
not  carry  us  further  than  the  first  year  after  the  introduc- 
tion of  the  new  tariff.  We  shall  have  to  wait  for  the  next 
census  in  order  to  be  able  to  measure  the  full  effect  of  the 
"protective"  duties  on  this  particular  branch  of  agri- 
culture. 

It  is  thus  evident  that  the  German  small  farmer  is,  after 
all,  not  such  a  happy  creature  as  one  is  generally  apt  to 
infer  from  the  high  prices  which  obtain  in  Germany  for 
agricultural  and  dairy  produce.  That  branch  of  agricul- 
ture which  is  prosperous  is  the  one  from  which  he  is  almost 
entirely  excluded,  and  those  branches  in  which  he  is  pre- 
eminently engaged  are  not  prosperous  at  all.*  To  these 
disadvantages  of  a  producer  must  be  added  the  general 

*  A  striking  corroboration  of  the  arguments  set  out  in  the  text  is 
contained  in  a  pamphlet  recently  published  by  Baron  Ferdinand  von  Pantz 
on  the  effects  of  the  Agrarian  duties  in  Austria,  another  highly  "  protected  " 
country  ("  Die  Hochschutzzollpolitik  Hohenblums  und  der  osterreichische 
Bauernstand,"  Vienna,  1910).  The  author  is  himself  a  high  Agrarian,  and 
the  material  contained  in  his  pamphlet  has  been  collected  by  the  Austrian 
Ministry  of  Agriculture.  We  quote  the  following  conclusions  of  Baron 
von  Pantz  from  a  review  of  his  pamphlet  in  the  "  Frankfurter  Zeitung  " 
of  July  8,   1910  : 

"  It  can  be  safely  assumed  that  farms  below  5.75  hectares  are  nowhere 
able  to  sell  corn  or  similar  agricultural  produce.  In  districts  less  favourable 
to  agriculture,  those  situated  in  the  mountains  or  covered  with  woods,  the 
area  of  farms  which  have  to  purchase  their  corn  is  still  larger.  Even 
farms  of  the  extent  of  50  to  100  hectares  are  obliged  to  purchase  quantities 
of  corn  and  of  fodder.  1  he  author,  therefore,  comes  to  the  conclusion 
that  between  90  and  95  per  cent,  of  the  Austrian  peasantry  have  no  interest 
in  the  high  corn  prices,  but  are,  on  the  contrary,  often  directly  damaged 
by  them.  The  harm  consists  not  only  in  the  enhancement  of  the  cost  of 
living,  but  also  in  the  rise  of  the  costs  of  cattle  production.     Cattle  rearing 
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disadvantages  which  he  shares  with  other  consumers,  but 
which,  in  his  case,  react  on  his  position  as  a  producer. 
He  has  to  pay  enhanced  prices  not  only  for  his  clothing 
and  certain  articles  of  his  food,  but  also  for  his  instruments 
of  production — for  his  ploughs  and  other  agricultural  im- 
plements, for  his  horses  and  horses'  harnesses,  for  his 
farm  utensils,  for  his  paint  and  for  his  tar,  for  his  bricks 
and  for  his  tiles — in  short,  for  everything  which  he  uses 
in  his  life  and  work.  To  take  but  one  apparently  trivial 
example.*  Leather  has  to  pay  a  duty  according  to  weight. 
The  peasant,  even  if  he  be  the  most  cultured  person  on 
earth,  must  have  for  his  field  and  farm  work  heavy  boots. 
These  weigh  in  Germany  not  less  than  33^  lbs.  This 
carries  with  it  a  duty  of  is.  3d.,  as  against  5d.  which  a 
fashionable  young  lady  has  to  pay  on  her  pair  of  dancing 
shoes.  Such  additional  expenditure  tells  heavily  on  the 
peasant's  budget,  and  cannot  easily  be  made  good  by  the 
high  prices  of  corn  which  he  does  not  sell,  or  by  the  prices 
of  meat,  which  constantly  fluctuate,  or  by  the  good  prices 
for  dairy  produce  which  he  cannot  supply  either  in 
adequate  quantities  or  of  adequate  quality. 

But  the  above  are  only  the  direct  effects  of  Protection 
working  chiefly  through  the  high  prices  for  the  auxiliary 


requires  a  considerable  amount  of  human  labour,  and  the  price  of  the 
latter  is  raised  by  the  increased  cost  of  breadstufifs.  Also  the  fodder 
plants  are  expensive.  In  consequence  of  this  the  prices  for  cattle  and  corn 
frequently  exhibit  a  movement  directly  opposite  to  each  other.  Oflicial 
statistics  show  that  high  corn  prices  bring  about  low  prices  for  cattle, 
especially  when  the  hay  crop  turns  out  unsatisfactorily.  A  high  price  for 
corn  compels  the  peasant  to  get  rid  of  his  cattle  at  all  costs,  whereby 
cattle  prices  are  forced  to  a  low  level.  The  author  shows  how,  since  the 
increase  of  Agrarian  duties,  numerous  peasant  farms  have  been  working 
at  a  loss,  and  how,  even  in  the  Alpine  districts,  the  standard  of  life 
among  the  peasantry  has  been  lowered.  He  asserts  that  the  Alpine 
peasantry  is  becoming,  in  consequence  of  the  high  agrarian  duties, 
pauperised  and  must  soon,  like  a  ripe  fruit,  fall  into  the  lap  of  the 
Social  Democracy."  Tout  comme  chez  nous,  may  well  a  German  reader 
say  on  perusing  these  words. 

*  Janssen,  I.e.,  p.  71. 
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material  of  agricultural  production.  There  are  also  some 
indirect  ways  in  which  Protection  works — more  subtly, 
it  is  true,  but  none  the  less  powerfully.  We  shall  single 
out  only  one,  but  that  one  is  already  playing  havoc  with 
the  entire  agricultural  system  of  Germany.  We  mean 
the  way  in  which  the  protective  duties,  by  increasing  the 
prices  for  agricultural  produce,  enhance  almost  to  a  pro- 
hibitive extent  the  rents,  and  ultimately,  through  the 
rents,  drive  the  land  values  (which,  of  course,  are  nothing 
but  capitalised  rents)  to  a  tremendous  height.  A  few  in- 
stances will  suffice  to  illustrate  this  important  movement. 
In  the  course  of  1909  and  the  present  year  a  number  of 
leases  of  Prussian  State  Domains  fell  in  and  were  renewed, 
and  the  rents,  according  to  a  return  made  to  the  Prussian 
Landtag,  moved  upwards  in  the  following  manner.*  One 
estate  used  to  pay  formerly  24.2  marks  per  hectare;  now 
it  will  pay  30.5  marks.  The  rent  of  another  brought  in 
formerly  19.3  marks,  and  now  it  will  amount  to  28.7 
marks.  A  third  estate  was  held  on  lease  in  1873  to  1891 
at  a  rent  of  108.9  marks  per  hectare;  from  1891  to  1909  the 
tenant  paid  120.2  marks;  and  the  new  lease  was  granted 
at  139  marks.  Yet  a  fourth  used  to  yield  84.4  marks  per 
hectare;  now  it  will  yield  113.3  marks.  The  other  dayf 
the  same  administration  leased  out  two  other  domains; 
one,  which  formerly  yielded  only  12,000  marks,  was  now 
leased  out  for  25,100  marks,  and  the  other,  which  hitherto 
carried  a  rent  of  13,000  marks,  will  now  bring  in  30,256 
marks.  Similarly  with  the  purchase  prices  of  land.  A 
nobleman's  estate  (Rittergut)  was  bought  twelve  years  ago 
for  270,000  marks.  That  was  the  time  of  Caprivi's  era  of 
commercial  treaties.  In  1908,  however,  two  years  after 
the  introduction  of  the  new  tariff,  it  was  sold  for  500,000 
marks,  and  at  the  beginning  of  the  present  year  it  was 
sold  once  more  for  750,000  marks. J     Within  a  dozen  years 

•    "  Berliner   Tageblatt,"   January    15,    1910. 
t   "  Frankfurter  Zeitiing,"  July  9,   1910. 
X    "  Frankfurter  Zeitung,"  July   19,    1910. 
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the  value  of  the  estate  has  thus  increased  200  per  cent. 
Similarly,  an  estate  in  Mecklenburg,  recently  acquired  by 
Prince  Schaumburg-Lippe,  was  bought  in  1890  by  a 
certain  baron  for  80,000  marks.  He  sold  it  a  few  years 
afterwards  for  200,000  marks,  and  now  the  prince  has 
bought  it  for  1,000,000  marks.*  It  is  simply  a  case  of 
capitalisation  of  the  Agrarian  duties,  and  nothing  more. 
How,  then,  does  the  small  farmer  fare  amidst  this  enormous 
growth  of  land  values  ?  It  is  evident  that  it  is  of  no 
advantage  to  him  so  long  as  he  lives,  because,  should  he 
sell  his  land,  he  would  cease  to  be  an  agriculturist  and 
lose  his  sole  source  of  income.  He  is  not  like  a  large 
landowner,  who  can  sell  his  estate  and,  realising  a  good 
sum,  invest  it  in  some  more  profitable  undertaking.  But 
when  he  dies,  what  becomes  of  his  land  ?  It  cannot  feed 
his  several  sons,  seeing  that  it  only  fed  him  alone  with 
great  difficulty.  It  is  the  practicef  in  German  peasant 
families  that  one  of  the  heirs  should  get  the  land  and  pay 
out  the  others  in  cash.  But  if  the  land  values  are  high, 
the  shares  of  the  co-heirs  will  be  equally  high  and  will 
entail  on  the  new  proprietor  a  correspondingly  heavier 
expenditure — in  the  majority  of  cases  a  debt  just  at  the 
beginning  of  his  new  career.  This,  in  the  best  of  cases, 
when  the  land  is  the  peasant's  own.  Should,  how^ever, 
his  land,  or  a  portion  of  it,  be  rented,  it  stands  to  reason 
that  he  has  nothing  to  gain  from  the  high  land  values, 
but  everything  to  lose.  He  can  neither  increase  the  size 
of  his  farm  nor,  perhaps,  retain  his  old  one,  and  his 
position  will  proportionately  deteriorate.  The  growth  of 
land  values,  consequent  upon  the  high  protective  duties, 
is  thus  no  help  but  a  great  hindrance  to  the  development 
of  small  estates  and  small  farming. 

It  may,  then,  be  asked,  what  is  the  evidence  supplied 
by    statistics    with    regard    to    the    movement    of    landed 

*   "  Frankfurter  Zeitung,"  June  8,   1910. 
+  Gothein,  I.e.,  p.   14. 
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property  in  Germany  and  its  distribution  ?  Do  the  small 
farmers  increase  or  decrease  in  number,  and  does  the  land, 
owned  or  farmed  by  them,  grow  or  contract  ?  The  latest 
available  data  refer  to  the  year  1907,  and  they  compare 
with  those  of  the  previous  census  as  follows  : 


Per  cent 

of  total 

cultivated 

Size  of  Farms 

No.  of  Farms. 

area  farmed. 

(in  hectares). 

1895. 

1907. 

1895. 

1907. 

Below  3    ... 

■     3.236.367 

3,378,509 

...       5.6 

5-4 

From    2  to      5  . 

.     1,016,318 

1,006,277 

...     10. 1 

10.4 

From     5  to    20  . 

998,804 

1.065,539 

...     29.9 

32.7 

From  20  to  lOO  . 

281,767 

262,191 

••     30-3 

29-3 

Above    100 

25,061 

23^566 

...     24.1 

22.2 

This  table  seems  to  contradict  all  the  inferences  to 
which  we  have  been  led  by  the  foregoing  discussion,  and 
to  support  the  views  of  those  who  maintain  that  Protection 
has  been  of  great  advantage  to  the  small  farmer.  The 
larger  farms,  from  20  hectares  onwards,  have  decreased 
both  in  number  and  in  area;  the  middle-sized  farms  have 
increased  in  both ;  and  while  the  farms  of  between  two 
and  five  hectares  have  decreased  in  number  and  increased 
in  area,  those  below  two  hectares  have  increased  in  number 
though  decreased  in  area.  On  the' whole,  the  table  shows 
a  slight  transference  of  the  centre  of  gravity  of  German 
agriculture  from  the  larger  to  the  smaller  farms. 

Yet  we  must  not  be  too  hasty  in  accepting  this 
apparently  obvious  conclusion.  The  "farms"  below  two 
hectares  do  not  count  at  all.*  More  than  one-third  of 
them  are  below  a  quarter  of  an  hectare,  and  they  over- 
whelmingly represent  either  kitchen  gardens  or  potato 
patches,  placed  at  the  disposal  of  factory  workers  by 
industrial  magnates,  or  of  agricultural  labourers  by  the 
local  landlord  at  a  nominal  rent,  with  a  view  to  keeping 
the  men  on  the  .spot  as  "adscripti  glebae,"  or  in  exchange 
for  services  to  be  rendered  at  certain  seasons.  Their  im- 
portance,  if  any,  consists  in  the  fact  that  their  increase 

*  Wurm,  I.e.,  pp.    151,    152. 
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has  pro  tanto  diminished  the  area  of  the  larger  farms  and 
thus  contributed  to  the  apparent  retrogression  of  the 
figures  in  the  last  two  lines  of  the  table. 

To  some  extent  the  same  may  be  said  of  a  consider- 
able number  of  farms  in  the  next  class,  since  allotments 
of  two  hectares  are  only  suitable  for  keeping  a  few  pigs 
and  growing  a  quantity  of  potatoes  and  other  vegetables, 
and  are  not  infrequently  given  by  the  landlord  to  the 
labourer  as  a  "retaining  fee"  or  as  part  of  his  wages. 
But  with  reference  to  this  and  the  next  class  we  must  bear 
in  mind  the  working  of  the  famous  Polish  Expropriation 
Acts  since  1886,  which  have  been  instrumental,  at  a  great 
expense  to  the  Prussian  State,  in  breaking  up  a  large 
number  of  big  estates  in  the  provinces  of  Posen  and  West 
Prussia  and  in  artificially  creating  in  their  place  a  still 
greater  number  of  small  farms.*  From  that  date  to  the 
end  of  1909  the  Prussian  Government  acquired  475  noble- 
men's estates  and  294  large  peasant  farms,  forming  a 
total  of  370,562  hectares,  at  a  price  of  about  jC^7-5  millions. 
The  estates  formed  at  least  seven-eighths  of  this  total 
irea,  and  averaged  over  500  hectares  each.  Upon  this 
land  more  than  17,000  families  have  been  settled,  the 
average  size  of  the  holdings,  created  during  the  recent 
years,  being  about  12  hectares. f  This  vast  number  of 
small  farms  artificially  created  will  go  a  long  way  to 
account  for  the  increase  of  farms  of  the  third  class. 

Lastly,  it  is  to  be  observed  that  the  return  which  we 
are  now  discussing  refers  to  the  year  1907,  when  admit- 
tedly the  small  farmers  were  still  labouring  under  the  big 
Protectionist  delusion  and  were  acquiring  and  leasing  land 
in  the  expectation  of  still  bigger  profits  in  the  future. 
Considering  the  disappointment  which  is  now  spreading 
in  their  ranks,  one  is  entitled  to  assume  that  much  of  this 
speculation  has  turned  out  since  then  a  ghastly  failure,  and 

*   Gothein,   I.e.,   pp.  7-8. 

+  The  Times,  April   13,   1910,  "Prussia  and  the  Poles." 


23 

will  correspondingly  reveal  itself  in  the  figures  of  the  next 
census. 

Another  insight  into  the  agricultural  situation  in 
Germany  is  afforded  by  the  figures  of  the  general  popula- 
tion census,  which,  however,  also  refer  to  the  year  1907. 
The  following  is  the  number  of  agricultural  population, 
according  to  the  last  three  censuses,  in  the  German 
Empire,  and  its  relation  to  the  total  population  :  * 

1907   17,681,176  ...  28.6 

1895   18,501,433  ...  35.6 

1882   19.225.455  •••  42.0 

These  figures,  however,  include  persons  engaged  in 
forestry  and  gardening,  and  those  also  to  whom  agricul- 
ture is  not  the  main  pursuit  or  who  are  merely  engaged 
as  domestic  servants.  Excluding  these  branches  of  agri- 
cultural industry  and  all  classes  which  are  not  directly 
engaged  in  agriculture,  we  obtain  a  more  favourable 
picture,  namely  : 

1907      9,581,802     ...      15.5 

189s      7.841.858     ...      15.1 

1882      8,267,549     •••      18.2 

It  would  thus  appear  that  the  proper  agricultural  popu- 
lation of  the  German  Empire  has,  since  the  preceding 
census,  increased  not  only  absolutely,  but  even  relatively 
to  the  whole  population.  But  the  significance  of  this  is 
wholly  discounted  by  two  facts.  The  first  is  that  the 
increase  in  the  number  of  persons  engaged  in  agriculture 
is  entirely  due  to  the  increase  in  the  class  of  wage 
labourers,  while  the  class  of  independent  farmers  has, 
on  the  contrary,  decreased.  In  1882  there  were  2,288,033 
independent  farmers;  in  1895,  2,568,725;  and  in  1907, 
2,500,974.  The  number  of  agricultural  labourers  (in- 
cluding a  small  fraction  of  salaried  employes,  such  as 
managers  and  clerks)  was:  1882,  5,848,463;  1895, 
5.723,967;  1907,  7,382,553.  Thus,  between  1882  and  1895, 
the    period    of    comparative    economic     Liberalism,     the 

•  "  Statistischcs  Jnhrbuch  fiir  das  Deutsche  Reich,"  1910. 
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number  of  independent  farmers  increased,  and  then,  in 
the  period  of  1895-1907,  which  included  two  years  of  high 
Protection,  it  fell  again.  One  is  justified  in  thinking  that 
when  Protection  will  have  had  time  to  work  another  ten 
years  the  census  will  exhibit  a  decrease  in  the  number  of 
independent  farmers  fully  commensurate  with  the  increase 
which  took  place  in  the  twelve  years  of  comparative  free- 
dom of  exchange. 

But  there  is  yet  another  fact,  full  of  significance,  which 
greatly  detracts  from  the  face  value  of  the  table  qupted 
above.  This  is,  that  the  increase  in  the  number  of  persons 
engaged  directly  in  agriculture  proper  is  due  to  an 
enormous  increase  of  female  labour.  The  figures  of  the 
census  show  that  whereas  in  1882  the  number  of  women 
who  were  working  in  agriculture  for  wages  was  2,251,860, 
it  only  increased  in  the  course  of  the  following  twelve 
years  to  2,388,148;  and  then,  in  the  course  of  the  next 
twelve  years  jumped  up  by  two  millions,  to  4,254,488. 
This  fact  is  most  remarkable.  It  shows  that  there  is  no 
longer  any  room  in  German  agriculture  for  the  small 
man,  working  either  as  an  independent  farmer  or  even 
as  a  labourer.  He  drifts  into  towns,  leaving  the  women 
to  take  his  place.  Protection,  which  has  promised  so 
many  blessings  to  the  small  farmer  and  the  labourer,  has 
tremendously  increased  the  process  of  rural  depopulation 
so  far  as  the  men — younger  sons  of  the  small  farmer,  for 
the  most  part — are  concerned.* 

The  shortness  of  time  which  has  elapsed  since  the 
coming  into  force  of  the  last  Protectionist  Tariff  does  not 
allow  of  any  precise  statement  of  facts,  and  all  it  is 
possible  to  do  is  to  observe  the  circumstantial  evidence 
and  note  the  tendencies.  That  these  latter  are  working 
to  an  enormous  extent  in  favour  of  the  larger  landlords, 
especially  the  semi-feudal  Junkers,  is  not  denied  even  by 
them.    That  they  at  the  same  time  must  be  working  largely 

*  Cf.   Gothein,  I.e.,  pp.   15-16. 
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to  the  detriment  of  the  smaller  farmers  is  evident  from 
the  widespread  dissatisfaction  which  is  now  noticeable  in 
their  ranks,  and  is  fully  corroborated  by  an  analysis  of 
the  conditions  under  which  they  have  been  placed  by  the 
Tariff  as  well  as  by  what  indirect  evidence  it  is  possible 
to  collect.  In  the  nature  of  things  the  peasants  in 
Germany,  as  elsewhere,  belong  to  the  least  articulate 
class  of  society,  and  they  themselves  would  for  ever  re- 
main the  last  source  from  which  we  are  likely  to  hear  a 
clear  account  of  their  hardships  and  trials.  It  is  just 
possible  that,  instead  of  giving  vent  to  their  dissatisfac- 
tion by  voting  for  Social  Democrats,  as  they  do  now, 
they  may  one  day  not  only  go  back  to  their  previous 
position,  but  even  demand  increased  Protection  as  a 
remedy  for  those  very  wounds  which  Protection  has 
already  inflicted  upon  them.  "You  suffer,"  the  Junkers, 
who  are  after  their  own  interests,  may  tell  them  yet,  "you 
suffer  not  from  Protection,  but  from  inadequate  Protec- 
tion, and  if  you  want  to  prosper  you  must  demand  a  further 
increase  of  duties."  There  would,  in  view  of  the  well- 
known  ignorance  of  the  rustics,  be  nothing  very  wonder- 
ful in  their  permitting  themselves  once  more  to  be  gulled 
by  these  empty  promises,  and  become  once  more  Pro- 
tectionists, and  that  with  a  vengeance.  This,  however, 
would  clearly  prove  nothing,  and  things  being  such  as 
they  have  been  described  in  the  foregoing  pages,  we  may 
confidently  expect  in  a  few  years'  time  to  see  the  baneful 
effects  of  Protection  exhibited  in  clear  language  in  figures 
directly  bearing  upon  the  subject.  It  is,  at  any  rate, 
obvious  that  the  Protectionists  have  not  made  out  their 
case  with  regard  to  the  alleged  benefits  which  small  farm- 
ing derives  from  high  duties  on  agricultural  produce,  and 
those  in  our  own  countryside  who  are  inclined  to  listen 
to  the  specious  promises  of  the  Tariff  Reformers  on  the 
subject  of  agricultural  revival  through  peasant  proprietor- 
ship will  do  well  to  think  twice,  and  three  times,  before 
they  give  them  a  favourable  reply. 

Pbiktid  by  Cassell  &  Compint,  Limited,  L*  B«ll«  Sauvacb,  London,  E.G. 
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The  Revolt  of  Protectionists 

in   Germany 

Against  their  own  Tariff 

In  the  summer  of  1908  a  strange  rumour  spread  in  the 
industrial  circles  of  Germany.  It  was  stated  that  a  rather 
influential  group  of  iron  and  steel  manufacturers  had 
become  tired  of  Protection  and  had  submitted  to  the 
Imperial  Government  a  petition  praying  for  the  abolition 
of  all  import  duties  on  pig-iron  and  iron  semi-manu- 
factures. The  rumour  was  certainly  startling,  and,  what 
is  still  more  important,  it  turned  out  to  be  perfectly  true. 
In  fact,  a  few  months  later,  in  February  of  the  following 
year,  the  same  group,  embracing  fifty-six  big  firms  en- 
gaged in  the  iron  and  steel  trade,  formally  submitted 
the  same  petition  to  the  Reichstag  itself,*  and  got  the 
whole  matter  discussed  in  a  manner  which  a  few  years 
back  would  have  seemed  impossible.  The  question  raised 
by  these  firms  actually  was,  whether  the  German  iron  and 
steel  trade  would  not  be  much  better  protected  by  Free 
Trade  than  by  what  was  called  Protection ;  whether,  in 
fact.  Protection,  so  far  from  protecting,  was  not  really 
damaging  the  industries  in  question.  And  this,  one  must 
remember,  after  just  thirty  years  of  experience  of  Pro- 
tective duties  and   in   face  of  the  solemn   declaration   of 

*  "  Petition  betrefTend  die  Sistiening  und  spiitcre  Aufhebung  der  Schutzzolle 
auf  Roheisen,  Schrott  und  Halbzeug  an  den  hcihen  Reichstag  zu  Berlin."  Meggen, 
January  29th,  1909  (to  be  quoted  in  the  following  as  "  Petition  ").  An  account 
of  the  movement  is  also  contained  in  the  Consular  reports  on  the  trade  and 
commerce  of  Frankfort  for  1908  (No.  4325,  Annual  Series),  pp.  117  and  following, 
and  of  Uiisseldorf  for  1908  (No.  4283,  Annual  Series),  p.  13. 


the  petitioners  themselves  that  they  were  "convinced 
adherents  of  the  Protective  policy  which  had  contributed 
so   much   to  the   prosperity  of   German    industry." 

What  strange  aberration  had  seized  the  minds  of  that 
particular  group  of  "convinced"  Protectionists  that  they 
should  suddenly  revolt  against  Protection  ?  How  did  it 
come  about  that  a  powerful  section  of  an  industry  whose 
prosperity  has  been  depicted  in  such  glowing  colours 
by  our  own  Tariff  Reformers  should,  after  thirty  years, 
find  the  benefits  of  the  Protective  policy  so  irksome  as 
to  lead  them  to  express  the  desire  that  they  should  be 
left  to  be  enjoyed  rather  by  others  than  themselves? 
Here  is  a  story  which  deserves  to  be  told  for  the  benefit 
of  our  public  in  general  and  those  engaged  in  the  iron 
and  steel  trade  in  particular. 

Let  us,  first,  briefly  describe  the  general  conditions 
of  the  industry  which  is  the  subject  of  our  tale,  and  for 
this  purpose  we  can  do  no  better  than  use  the  evidence 
supplied  by  Germans  themselves — more  particularly  by 
the  authors  of  the  above-mentioned  petition,  who,  in  their 
anxiety  to  prove  their  case  for  the  abolition  of  import 
duties  on  iron  and  steel,  did  not  hesitate  to  speak  with 
commendable  frankness  and  to  lift  the  veil  from  the 
mysteries  of  their  trade. 

According  to  them,*  then,  the  German  iron  and  steel 
industry  possesses  such  natural  facilities  for  a  prosperous 
development  as  no  other  iron  and  steel  industry  in  Europe, 
not  excluding  the  United  Kingdom.  Germany's  coal 
deposits  amount  to  415,000,000,000  tons,  as  against  barely 
one-half  of  that  amount  contained,  according  to  their 
calculations,  in  the  British  coalfields;  and  of  the  other 
basic  material  of  the  iron  and  steel  industry,  iron  ore, 
they  claim  to  possess  a  store  of  some  2,200,000,000  tons, 

•  "  Zum  Antrag  bctrcffend  Aufhebung  der  Schutzzollc  auf  Roheiscn,  Halbzeug 
und  Schrott,"  Siegen,  1909  (to  be  quoted  in  the  following  as  "  Zum  Antrag  "). 


as  against  1,000,000,000  tons  which  are  deposited  in  the 
United  Kingdom.  Besides,  the  best  of  the  British  iron 
ore  seems  to  have  been  already  exhausted,  and  the 
working  of  tlie  other  deposits  is  becoming  more  and 
more  expensive.  Scotland,  for  instance,  has  to  import 
nearly  three-quarters  of  the  ore  needed  for  her  iron  in- 
dustry, while  in  Cumberland  the  price  of  ore  for  haematite 
iron  has,  during  the  last  twenty  years  or  so,  increased 
by  more  than  100  per  cent.  Even  in  the  Cleveland 
district,  where  the  deposits  are  very  large,  the  output  of 
iron  ore,  in  spite  of  the  increased  application  of  labour, 
has  of  late  considerably  diminished,  and  is  only  able 
to  meet  about  60  per  cent,  of  the  local  requirements. 
Altogether,  between  1880  and  1906,  the  output  of  iron 
ore  in  the  United  Kingdom  dropped  from  18.3  million 
to  15.2  million  tons.  Not  so  in  Germany.  In  the  cele- 
brated Minette  district  of  the  Grand  Duchy  of  Luxemburg 
and  Lorraine  alone  the  output  of  iron  ore  increased 
between  1894  and  1906  from  7.8  million  to  21.1  million 
tons;  while  in  the  latter  year  the  total  production  of  iron 
ore  in  Germany  and  Luxemburg  amounted  to  26.7  million 
tons.  This  shows  that  Germany  can  rely  on  her  own 
ore  much  more  largely  than  the  United  Kingdom,  and 
if  she  still  imports  ore  from  abroad  (in  1906  no  less  than 
8.1  million  tons,  which  is  almost  the  same  amount  as 
that  imported  in  the  same  year  by  the  United  Kingdom), 
it  is  solely  due  to  the  high  freights  on  ore  from 
Luxemburg-Lorraine  to  Westphalia,  the  centre  of  the  coal 
and  coke  industry,  and  on  coal  and  coke  from  Westphalia 
to  Luxemburg-Lorraine. 

In  spite  of  this  artificial  obstacle  to  the  proper 
utilisation  of  the  natural  facilities  of  the  country,  the 
authors  of  the  petition  are  at  pains  to  show  that  the 
cost  of  production  of  ore  for  the  blast  furnaces  is  much 
lower  in  Germany  than  in  England,  though  in  England, 


especially  in  Cleveland,  the  ore  and  the  coal  are  situated 
in  the  closest  proximity.  They  estimate  that  the  cost 
of  extraction  of  the  ore  in  Lorraine  and  Luxemburg  did 
not  exceed,  during  the  last  four  or  five  years,  the  figure 
of  IS.  6d.  to  2S.  per  ton  on  the  spot,  or  2S.  to  2S.  6d. 
at  the  furnace.  As  the  ore  contains  at  least  30  per  cent, 
of  iron,  the  production  of  one  ton  of  pig  would  require 
three  tons  of  ore— value  at  the  utmost  7s.  6d.  As  against 
that,  the  cost  of  ore  per  ton  of  pig  in  the  Cleveland 
district,  owing  to  its  lower  percentage  of  iron,  is  put 
down  by  our  authorities  at  no  less  than  i6s.,  which 
leaves  an  ample  margin  in  favour  of  the  German  smelter, 
even  if  the  cost  of  transport  of  coke  to  Lorraine- 
Luxemburg  be  as  much  as  6s.  or  7s. 

Still  more  considerable,  according  to  the  authors  of 
the  petition,  is  the  difference  in  the  cost  of  production 
of  pig-iron  itself  in  the  two  countries.  They  quote  from 
Mr.  J.  S.  Jeans,  of  the  British  Iron  Trade  Association, 
figures  referring  to  1903-4,  and  showing  that  whereas  in 
the  United  Kingdom  the  production  of  Cleveland  pig 
cost  40s.  lod.  and  that  of  haematite  iron  on  the  west 
coast  cost  55s.  5d.  per  ton,  in  Germany  the  cost  of  pig 
in  Lorraine  amounted  to  46s.  lod.,  and  in  Westphalia 
to  51s.  per  ton.  The  petitioners  accept  these  figures  as 
valid  on  the  whole,  also  for  the  year  1908,  but  point 
out  that  Mr.  Jeans  made  a  simple  arithmetical  mistake 
in  adding,  for  Germany,  the  different  items  whicii  make 
up  the  total  cost;  in  consequence  of  which  the  sum 
exceeded  the  real  cost  by  los.  in  each  case.  In  other 
words,  the  cost  of  Lorraine  pig  is  really  36s.  lod.,  and 
that  of  Westphalian  pig  41s.,  which  are  in  both  cases 
lower  than  the  corresponding  British  cost.  On  an  average, 
the  petitioners  declare,  the  cost  of  production  of  pig  in 
the  United  Kingdom  amounted  in  1903  to  between  46s. 
and  47s.,  and  in  Germany  to  43s.  per  ton. 


We  do  not  wish  to  pin  our  faith  to  the  absolute 
correctness  of  these  figures.  It  is  quite  possible  that  the 
petitioners,  in  their  zeal  for  the  cause  they  were  champion- 
ing, may  have  somewhat  exaggerated  the  cost  of  pro- 
duction in  the  United  Kingdom  ;  but  it  can  scarcely  be 
supposed  that  they  have  in  any  way  minimised  the 
corresponding  figures  for  Germany.  At  any  rate,  the 
opponents  of  the  petitioners,  themselves  powerful  manu- 
facturers associated  in  the  celebrated  Steel  Works  Union, 
were  unable,  in  their  counter  memorandum,*  to  con- 
trovert these  figures  by  any  other  data  than  a  simple 
quotation  from  a  British  Tariff  Reform  newspaper,  which 
stated  (also  without  bringing  any  proof)  that  "such  are 
the  natural  and  geographical  disadvantages  of  Germany 
that  iron  and  steel  cannot  be  produced  ...  so  cheaply 
in  that  country  as  in  Great  Britain."  We  are  inclined 
to  think  that  the  authors  of  the  petition  have  given  the 
German  figure  quite  correctly;  and  without  expressing 
any  opinion  as  to  whether  the  corresponding  British 
figures  be  higher  or  lower,  we  are  justified  in  accepting 
the  view  that  the  natural  facilities  of  the  German  iron 
and  steel  industry  are  very  great.  That  the  Germans 
have  known  how  to  make  good  use  of  them  is  evident 
from  the  fact  that  between  1890 — to  go  no  further  back^ 
and  1907  the  production  of  pig-iron  in  Germany  increased 
from  4.5  million  to  12.6  million  tons,  as  against  an 
increase  during  the  same  period  in  the  United  Kingdom 
of  from  7.9  million  to  10  million  tons;  and  that  the 
output  of  steel  in  Germany  increased  from  2.1  million 
to  12  million  tons,  as  compared  with  the  increase  in  the 
United  Kingdom  of  from  3.5  million  to  6.5  million 
tons.t 

•  "  Der  Antrag  der  reinen  Werke  aiif  Aufhebung  oes  Schutz/oHes  fiir  Roheisen 
nnd  Halbzeug,"  no  date  and  no  place  of  publication.  Neither  of  the  three  docu- 
ments is  paginated. 

t  Parliamentary  Paper  (376)  on  Iron  and  Steel,  issued  in  rgog. 


The  iron  and  steel  trade  of  Germany  is  a  great  and, 
so  far  as  figures  go,  a  very  prosperous  industry.  It  is, 
however,  also  a  highly  protected  industry.  We  leave 
altogether  aside  the  question,  whether  or  not  the  great- 
ness and  the  prosperity  of  the  iron  and  steel  trade  in 
Germany  is  due  to  Protection.  We  simply  state  the  fact 
that  great  and  prosperous  as  this  industry  is,  it  is  at  the 
same  time  most  carefully — or,  as  our  Tariff  Reformers 
would  say,  "scientifically" — protected  against  foreign 
competition,  as  a  glance  at  the  text  of  the  German  Customs 
tariff  would  show,  where  it  occupies  no  fewer  than  sixty- 
six  "positions,"  or  clauses,  with  numerous  sub-clauses.* 
As  the  industry,  like  most  modern  industries,  is  widely 
ramified,  and  its  innumerable  branches  are  closely  inter- 
dependent, the  finished  product  at  one  stage  serving  as 
the  material  for  another,  the  rates  of  import  duties  are, 
in  accordance  with  that  vaunted  "science,"  arranged  in 
such  a  manner  as  to  fall  more  heavily  on  the  higher 
than  on  the  lower  stages  of  production,  thus  "protecting" 
each  finished  article  more  effectively  than  the  unfinished 
which  it  incorporates.  Thus,  iron  ore  bears  no  import 
duty  at  all.  It,  together  with  coal,  is  the  basic  material 
of  the  entire  industry  and  is  admitted  free.  On  the 
other  hand,  pig-iron  (or,  as  the  Germans  call  it,  raw 
iron,  which  represents  the  result  of  the  first  manufactur- 
ing stage)  bears  an  import  duty  of  i  mark  per  lOO  kilogs, 
which  is  equivalent  to  lo  marks  on  a  metric  ton.  Then 
follows  the  class  of  semi-manufactured  iron,  bars,  rods, 
etc.  These  pay  a  duty  of  15  marks  per  metric  ton.  The 
finished  articles  of  the  next  class,  the  girders,  the  rails, 
the  angle  iron,  etc.,  can  only  be  imported  under  a  duty 
varying  from  20  to  50  marks  per  metric  ton.  Then  we 
have  a  great  variety  of  finer  articles,  which  pay  still 
higher  duties,  reaching,  for  example,  in  the  case  of  steel 

•  See  Blue  Book,  Cd.  2414,  on  the  New  Ccnnaii  Tariff,  1905,   pp.  777-843. 


pens,  the  high  figure  of  90  marks  per  ton.  Thus  the 
duties  are  nicely  graduated  so  as  to  prevent  foreign 
competition,  and  yet  not  to  overburden  the  rising  spiral 
of  semi-  and  wholly-finished  articles  by  too  heavy  duties 
on  what  constitutes  in  each  case  the  material  of  manu- 
facture. There  is  none  of  those  clumsy  methods  of 
clapping  on  duties  in  a  wholesale  fashion  of  5,  10  and 
15  per  cent.,  which  serve  in  the  case  of  our  home-made 
Protectionists  for  "science."  The  Germans  are  nothing 
if  not  thorough,  and  when  they  say  "science"  it  is  so. 

There  is  only  one  awkward  thing  about  the  ingenious 
science  :  it  works  at  the  expense  of  the  home  consumer. 
Of  course,  the  "science"  of  Protection  has  a  sovereign 
contempt  for  the  consumer  if  he  happens  to  be  a  country- 
man, though  if  the  consumer,  owing  to  the  high  prices, 
has  to  cut  down  his  consumption,  or,  being  a  workman, 
enforces  higher  wages,  the  result  is  bound  sooner  or 
later  to  tell  on  the  protected  industry  in  a  very  un- 
pleasant fashion.*  But  the  consumer  very  often  happens 
to  be  also  a  fellow-manufacturer,  who,  though  paying 
an  enhanced  price  for  his  raw  material,  has  to  compete 
on  the  world's  market  on  equal  terms  with  his  rivals 
who  produce  more  cheaply.  What  becomes  of  the  boon 
of  Protection  in  such  cases?  The  "scientists"  of  German 
Protection,  when  the  latter  was  about  to  be  introduced, 
were  not  blind  to  this  possible  disadvantage  of  their 
nostrum,  but  contended,  like  our  own  Tariff  Reformers 
of  to-day,  that  it  was  not  likely  to  occur,  since  good 
profits  at  home  would  increase  competition  and  ultimately 
bring  down  the  prices  to  their  natural  level.     "Granted," 


*  The  Consular  Report  on  the  trade  of  Frankfort  in  1908  contains  a  number 
of  highly  interesting  facts  on  this  head — especially  the  section  on  the  Cost  of 
Living,  pp.  14-34.  "As  a  result  of  the  increased  wages  and  the  increased  cost 
of  raw  material,  some  industries  which  used  to  be  essentially  German  have 
already  left  Germany  altogether,"  p.  32.  See  also  the  report  of  the  Frankfort 
Consul -General  for  1907,  pp.  20-23. 
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declared  that  apostle  of  Protection,  Frederick  List,*  "that 
protective  duties  will  for  some  time  enhance  the  prices 
of  the  home  manufactured  goods,  but  they  will  in  the 
future  secure  cheaper  prices  in  consequence  of  home 
competition."  This,  again,  was  very  ingenious.  It 
meant  that  Protection  would  ultimately  work  out  its  own 
antidote  and  become  neutralised.  Apart,  however,  from 
the  self-contradictory  character  of  this  theory,  it  was 
totally  falsified  by  Subsequent  developments,  which 
brought  into  existence  certain  agencies  that  have  since 
then  upset  all  the  fine  calculations  of  List  and  his  fellow- 
scientists.  These  agencies  are  the  celebrated  industrial 
combinations  known  as  syndicates  and  kartels. 

Let  us  be  frank.  The  tendency  of  industrial,  com- 
mercial or  financial  concerns  to  combine  for  the  main- 
tenance of  prices  or  regulation  of  production  is  as  old 
and  widespread  as  industry  and  commerce  themselves  are. 
From  time  immemorial  the  art  of  "cornering"  products 
of  popular  consumption  and  of  combining  "  in  restraint 
of  trade  "  have  been  known  and  extensively  practised  in 
all  countries  and  all  climes,  under  the  most  varied  economic 
and  fiscal  conditions.  They  are  not  unknown  in  our 
own  country  in  our  own  Free  Trade  days,  as  they  are 
certainly  well  known  in  other  countries  more  backward 
than  ours  and  living  under  Protection.  It  is,  however, 
clear  as  noonday  that  the  primary  condition  for  the 
success — nay,  the  possibility — of  such  combinations  of 
industrialists  or  tradesmen  is  that  the  industry  or  trade 
in  question  should  either  be  in  the  hands  of  a  few  or 
partake  of  the  nature  of  a  monopoly.  In  other  words, 
that  it  should  not  be  too  much  exposed  to  outside 
competition. 

That    is   just    the   case    with    certain    industries,    and, 

•  "  Das   nationale   System   der   politischen   Oekonomie."     Second  Edition. 
Stuttgart,  1842,  p.  28. 
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above  all,  the  coal  and  iron  industries  (which  for  our 
purposes  can  be  taken  as  one  industry)  in  Germany. 
Coal-mining  and  the  heavier  branches  of  the  iron  and 
steel  trade  are  in  the  nature  of  things  industries  carried 
on  on  an  extensive  scale,  and,  therefore,  concentrated 
in  large  and  comparatively  few  concerns.  Even  in  Free 
Trade  countries  they  admit  of  being  organised  to  some 
extent  and  of  acquiring  a  more  or  less  monopolistic 
character,  enabling  them  to  dictate  their  terms  to  the 
purchasing  public.  It  is  evident,  nevertheless_,  that  in 
these  countries  such  dictation  of  terms  to  the  public  can 
only  proceed  within  comparatively  narrow  limits,  since 
any  excess  may  result  in  the  importation  from  abroad 
of  the  article  whose  price  has  been  unduly  enhanced. 
Not  so  in  a  Protected  country  like  Germany,  where  the 
import  duty  is  superadded  to  the  cost  of  transport.  There 
the  combinations  have  an  ampler  margin  on  which  to 
operate  in  keeping  up  the  price,  and,  therefore,  are 
encouraged  to  spring  into  existence,  to  consolidate,  and 
to  persist  in  their  policy  of  manipulating  prices.  Add 
to  this,  in  the  case  of  Germany,  the  spirit  of  organisation 
and  discipline  which  permeates  the  nation  in  all  domains 
of  public  and  private  life,  and  you  have  the  explanation 
why  in  that  country  the  syndicates  and  kartels  have 
assumed  such  classical  dimensions  and  classical  forms. 
There  is  not  there  a  single  industry  of  national  and 
international  importance  which  has  not  for  one  or  other, 
or  for  several  of  its  branches,  one  or  more  syndicates. 
It  was  estimated  in  1907  that  there  were  in  Germany 
no  fewer  than  347  industrial  syndicates,  including  80  in 
the  iron  and  steel  trades,  86  in  the  textile  trades, 
19  in  the  paper  trade,  12  in  the  leather  and  shoe  indus- 
tries, 20  in  the  woodworking  trades,  etc.*  As  for  coal, 
which  in  Germany  is  protected  not  by  import  duties  but 

*  Report  on  Frankfort  for  1907,  p.  64. 
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by  high  railway  freights  from  the  ports  to  the  interior,* 
it  enjoys  the  patronage  of  the  famous  Westphalian  Coal 
Syndicate,  which  controls  56  per  cent,  of  the  total 
output  of  coal  and  is  a  combination  of  79  coal-mining 
concerns. t 

It  is  these  organisations,  reared  and  fostered  under 
the  kindly  shelter  of  a  high  protective  tariff,  which  have 
played  havoc  with  all  the  beautiful  dreams  of  List  and 
his  fellow-apostles.  "Our  protective  duties,"  says  a  pro- 
minent historian  of  German  Protection, t  are  no  longer 
educative  in  the  sense  in  which  they  were  demanded  by 
Frederick  List,  since  the  industries  concerned  are  in  an 
overwhelming  majority  of  cases  quite  capable  of  coping 
with  foreign  competition.  The  protected  German  in- 
dustries embrace  for  the  most  part  such  branches  of 
industry  in  which  production  on  a  large  scale  pre- 
dominates and  to  which  the  protective  duties  give,  to 
quite  an  exceptional  extent,  the  possibility  of  concluding 
agreements  or  forming  actual  syndicates  and  kartels,  and 
by  these  means  dictating  the  prices  to  the  home  con- 
sumers." Indeed,  if  we  examine  over  a  lengthened 
period  of  time  the  prices  of  some  well-known  standard 
article  in  Germany  and  on  the  world's  market  (which 
for  all  practical  purposes  is  synonymous  with  the  Free 
Trade  British  market),  we  shall  find  that  not  only  are 
the  German  prices  higher,  but  also  higher  on  the  whole 
by  the  entire  amount  both  of  the  import  freights  and 
import  duties. §      This   means   that   the  nice  words  with 

•  Report  on  Frankfort  for  1907,  pp.  74-75. 

t  Report  on  Frankfort  for  1907,  p.  71.  On  January  ist  of  this  year  the 
membership  of  the  Coal  Syndicate  stood  at  70  {Kolnische  Zeitung,  May  20th, 
1910). 

X  Helfferich,  "  Handelspolitik,"  1901,  p.  158. 

§  The  following  table  (taken  from  Vogelstcin's  "  Die  Industrie  der  Rhein- 
provinz,"  1902,  pp.  68-72,  and  "  Die  rheinisch-westphalische  Montan-  und  Eisen- 
Industrie,"  of  the  same  author,  pp.  127,  128)  will  illustrate  this.  In  it  are 
compared  Rhenish  pig-iron,  No.  Ill  (Giessercirohcisen)  with  Middlesbrough 
G.M.B.  ;    one  shilling  is  taken  as  equal  to  one  mark,  but  as  against  this,  one 
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which  the  economists  and  statesmen  once  upon  a  time 
tried  to  butter  the  Protectionist  parsnip  have  turned  out 
a  mere  snare  and  delusion.  Competition,  from  which 
so  much  was  expected,  has  been  eliminated  by  means  of 
the  syndicates,  and  the  prices  of  the  articles  thus  syn- 
dicated have  been  increased  to  those,  who  use  them  for 
further  manufacture,  to  the  full  extent  of  the  import 
duties  plus  freight. 

What,  then,  is  the  position  of  these  dependent  in- 
dustries— the  manufactures  of  pig  and  semi-finished 
articles,  which  depend  on  a  cheap  and  abundant  supply 
of  coal,  and  of  the  manufactures  of  finished  articles, 
which,  in  their  turn,  have  to  depend  on  a  cheap  and 
abundant  supply  of  pig  and  semi-manufactured  iron?  It 
is  evident  that  as  regards  the  home  market  their  only 
salvation  lies  in  forming  syndicates  of  their  own  so  as 
to  be  able  to  keep  their  own  prices  at  a  high  level,  and 
by  these  means  make  the  next  or  ultimate  consumer  pay 
for  the  costly  material  which  they  have  to  use  in  their 
manufacturing   processes.     This  is  actually  done  so  far 


metric  ton  is  taken  as  equal  to  one  English  ton.    The  prices  (in  marks  per  ton) 
relate  to  the  beginning  of  the  years. 

British  and  German  Pig-Iron. 


Excess  of 

British. 

German. 

German  price 
over  British. 

1895 

•      ••     35       to  35.50 

54 

18.50  to  19.00 

1896 

.      . .     36.25  to  36.50 

56 

18.50  to  19.75 

1897 

. .     41.00 

60 

19 

1898 

.      . .     40.50 

60 

.       19.50 

1899 

•      ••     43-75 

62 

-       18.75 

1900 

.      ..     67.50 

92 

24.50 

I90I 

.      ..     50.50 

.          98 

47.50 

1902 

.      . .     44 

59 

15 

1903 

.      . .     46.75  to  47 

61 

14 

1907  (Sep 

t.)    ..     56.25 

78 

21.75 

The  duty  on  pig-iron  is  10  marks  per  ton.  If  we  add  that  the  freight  from 
Middlesbrough  to  Hamburg  in  December,  1900,  was  5.50  mcirks,  and  to  Rotterdam 
and  Antwerp  3.75  and  4.75  up  to  5.00  marks  per  ton,  and  the  freight  by 
water  from  those  ports  to  the  Ruhr  district  in  Rhenish-Westphalia  was  about 
6  marks,  it  will  be  seen  how  nicely  balanced  are  the  German  prices  over  the 
world's  market  prices,  increased  by  the  amount  of  duty  and  freight. 
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as  it  is  possible.  Thus,  the  production  of  a  whole  series 
of  half-finished  articles,  including  form  iron,  ingots, 
slabs,  billets,  as  well  as  certain  heavy  finished  articles, 
such  as  steel  rails,  is  controlled  by  a  powerful  syndicate, 
known  as  the  Steel  Works  Union,  which  consists  of 
thirty-one  big  works  in  Rhenish- Westphalia  and  else- 
where.* By  means  of  this  combine  the  industries  en- 
gaged in  the  production  of  these  articles  are  able  not 
only  to  make  use  of  the  import  duties  by  which  their 
product  is  protected  against  foreign  competition,  but 
also  to  shift  the  high  price  which  they  pay  for  coal  on 
to  the  industries  engaged  in  the  next  stage  of  production, 
the  rolling  mills.  But  here  the  capacity  for  syndication 
practically  comes  to  an  end,  since  the  product  of  the 
rolling  mills  is  so  varied  and  specialised  that  a  really 
effective  combination  is  well-nigh  impossible.  At  one 
time  or  another  some  branch  of  the  rolling  mill  industry, 
such  as  the  rolled  wire  manufacture,  would  combine 
within  certain  limits,  but  even  then  their  control  over 
the  market,  owing  to  the  great  number  of  them  and  the 
presence  of  a  large  number  of  small  concerns,  could  not 
be  effective. f  There  is  yet  another  circumstance  which 
will  be  mentioned  subsequently,  and  which  prevents  them 
from  forming  an  all-embracing  syndicate,  but  the  great 
differentiation  of  production  at  this  stage  is  alone  suffi- 
cient to  explain  the  fact  why  the  process  of  syndication 
stops  short  of  the  manufacture  of  finished  products.  It 
is,  then,  this  stage  of  iron  and  steel  manufacture  which 
has  to  bear  the  entire  brunt  of  the  twin  policy  of 
Protection  and  syndication.  When  the  times  are  good 
and  the  prices  rule  high,  they  are  often  able,  under  the 
protection  of  the  Customs  tariff^  to  get  from  the  consumer 
enough  to  pay  them  for  their  enhanced  cost  of  production, 

•  Report  on  Frankfort  for  1907,  p.  qi. 

t  "  Petition  "  ;   also  Report  on  Frankfort  for  1908,  p.  121,  and  following. 
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but  should  the  state  of  the  market  be  not  so  good,  no 
amount  of  Protection  can  assist  them  in  keeping  up  the 
prices  at  the  necessary  level.  In  such  circumstances  the 
high  cost  of  material  takes  full  effect.  The  manufac- 
turers concerned  are  neither  able  to  stem  the  tide  of  the 
crisis  once  it  has  set  in  nor  to  quicken  the  pace  of"  the 
improvement  of  the  market  as  soon  as  the  crisis  is 
over.  This  is  the  reason  why  the  recent  depression  lasted 
in  Germany  so  long  and  why  the  recovery  has  been  so 
slow.* 

But  the  difficulties  which  are  thus  created  for  the 
finishing  industry  in  the  home  market  are  insignificant 
in  comparison  with  those  which  they  have  to  meet  in 
the  foreign  markets.  It  stands  to  reason  that  having  to 
buy  his  raw  material  at  home  prices  and  to  sell  the 
finished  article  abroad  at  the  world's  market  prices,  the 
manufacturer  of  the  latter  cannot  possibly  compete  with 
his  foreign,  and  more  especially  his  English,  rival,  who 
obtains  his  raw  material  also  at  the  w^orld's  market  price. 
Indeed,  it  happens  more  often  than  not  that  this  material 
is  obtained  by  the  foreigner  from  the  very  same  German 
syndicate  which  sells  its  semi-finished  article  to  the 
finishing  manufacturer  in  Germany  at  the  enhanced  Pro- 
tectionist price,  but  has  to  sell  it  abroad  at  the  ordinary 
world's  market  price,  and,  if  needs  be  (as  often  occurs 
in  times  of  depression),  even  below  it.  In  such  cases 
we  get  a  situation  w'hich  borders  upon  the  comical.  For 
it  is  surely  comical  that  a  British  firm,  as  we  are  told,t 
should  be  able  to  secure  a  contract  for  the  construction 
of  a  gasometer  at  Copenhagen  against  all  German  com- 
petitors simply  because  it  was  able  to  obtain  from 
Germany  the  necessary  iron  more  cheaply  than  the  Ger- 
mans themselves.     All  through  the  period  of   1898-1902 

♦  Report  on  Frankfort  for  1908,  pp.  ir,  12,  36  and  37. 
t  Report  on  Frankfort  for  1907,  p.  68. 
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the  Westphalian  Coke  Syndicate,  as  subsequently  became 
known  through  the  proceedings  in  a  court  of  law,  was 
selling  coke  to  a  number  of  Austrian  and  Bohemian 
ironworks  at  8  marks  50  pfennigs  per  ton,  while  its 
customers  in  Germany  were  charged  17  marks — i.e.,  just 
double.*  In  the  years  1906-7  Austrian  works  were  still 
able  to  get  German  coal  at  114  to  117  marks  per  10  tons, 
while  German  works  were  charged  160  and  170  marks,  f 
At  the  beginning  of  1909  the  Union  of  German  Indus- 
trialists complained  that  the  Coal  Syndicate  sold  coal 
in  Belgium  at  prices  from  25  to  30  per  cent,  below 
those  charged  on  the  home  marketj ;  and  in  1902 
the  Diisseldorf  Chamber  of  Commerce  pointed  out  that 
"German  semi-finished  iron  stood  on  the  British  market 
at  los.  (per  ton)  lower  than  the  British,  in  consequence 
of  which  the  German  export  of  the  finished  product 
(rolled  wire)  was  considerably  reduced. "§  "It  has  often 
been  stated,"  remarks  one  of  the  best  authorities  on  the 
economic  conditions  of  Germany,  jj  "that  it  was  good 
business  to  buy  German  coal  in  Switzerland  or  Holland 
and  re-import  it  into  Germany  " ;  and  at  the  Government 
Commission  on  syndicates  and  kartels,  which  sat  a  few 
years  ago,  one  of  the  representatives  of  the  rolling  mills, 
addressing  the  members  of  the  Pig-iron  Syndicate,  said  : 
"As  for  the  markets  abroad,  there  is  only  one  thing, 
gentlemen,  which  I  beseech  you  to  do — treat  us,  your 
countrymen,  as  you  do  foreigners  !  "^ 

Yet  even  this  evil,  great  as  it  is,  recedes  to  the  back- 
ground before  another,  to  which  the  syndicates  in  raw 
and  semi-finished  goods  give   rise.     We  mean   the  evil 

•  Vogelstein,  "  Die  Industrie  der  Rheinprovinz."  Stuttgart,  1902,  pp.  78-79. 
t  Rpport  on  Frankfort  for  looS,  pp.  98-99. 
J   Report  on  Frankfort  for  1908,  ib. 

}  Gothcin,  "  Internationale  Regelung  der  Eisenzollc,"   1906,  p.   27. 
II  Sayous,  "  La  crise  allemande,"  1903,  p.  154. 

H  Report  on  the  "  kontradiktorische  Vcrhandlungen  liber  deutsche  Kartelle,'' 
Halbzeugverband,  Heft  6,  p.  618. 
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created  by  the  so-called  "mixed"  works.  That  big  blast 
furnace  works  should  acquire  a  coal  mine,  or  a  large 
rolling  mill  should  work  in  conjunction  with  blast 
furnaces  of  its  own,  is  very  natural  and  marks  a  tendency 
observable  even  in  a  Free  Trade  country  like  ours.  It 
is,  however,  only  under  Protection  and  by  the  instru- 
mentality of  the  syndicates  that  the  tendency  acquires 
enormous  dimensions  and  realises  itself  in  a  manner 
which  is  pernicious  to  the  entire  industry  concerned. 

The  process  is  here  a  double  one.  On  the  one  hand, 
the  industries  dependent  on  the  syndicates  for  their  raw 
or  semi-manufactured  material  seek  to  emancipate  them- 
selves from  the  high  prices  which  these  syndicates  impose 
upon  them,  by  acquiring  mines  or  works,  as  the  case 
may  be,  which  produce  that  material.  This  may  occur 
in  kindred  or  in  more  remotely  connected  industries. 
The  acquisition  recently  by  the  synthetic  aniline  dye 
combine  of  a  coal  mine  in  Westphalia  for  more  than 
17,000,000  marks,  in  order  to  be  independent  of  the 
Coal  Syndicate,  is  an  instance  of  the  latter  kind.  ^ 
The  numerous  growth  of  so-called  Hiitten-Zechen — i.e., 
foundry-mines — is  an  instance  of  the  former  kind.f  In 
the  case  of  more  remotely  connected  industries,  the  sub- 
sidiary concerns  generally  remain  outside  any  combina- 
tion ;  but  in  the  case  of  kindred  industries,  they  either 
voluntarily,  or  for  a  consideration,  join  the  prevailing 
syndicate-!  Thus,  in  the  case  of  the  Hiitten-Zechen,  the 
majority  of  the  mines  are  participants  in  the  Westphalian 
Coal  Syndicate.  By  this  means  they  are  able  to  sell 
their  coal  to  outsiders  through  the  syndicates  at  en- 
hanced prices,  while  supplying  it  to  the  foundries,  with 
which   they  are  connected,   at  cost  price.     Parallel   with 

*  Report  on  Frankfort  for  1907,  p.  74. 

t  A  good  account  of  these  combines  is  contained  in  the  Report  on  Frankfort 
for  1906,  No.  3847,  Annual  Scries,  pp.  53-54,  and  for  1907,  p.  72. 
J  See  the  Report  on  Frankfort  for  1908,  pp.  109,  no. 
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this,   another  and  still  more  important  process  goes  on, 
tending  towards  the  same  result. 

The  syndicates,  though  primarily  concerned  with  the 
regulation  of  prices,  must  naturally  guard  against  an 
excessive  supply  of  their  products,  for  which  purpose 
they  also  have  to  regulate  their  production.  This  is 
achieved  by  fixing  in  advance  the  "figure  of  participation  " 
— ^that  is,  the  amount  of  the  article  which  each  member 
has  to  hand  over  for  sale  to  the  syndicate;  and  as  the 
members  are  not  allowed  to  sell  their  products  outside 
the  syndicate,  this  theoretically  means  that  the  figure  of 
participation  also  fixes  the  limits  of  production  in  each 
individual  case.  This,  of  course,  is  felt  by  the  larger 
works  as  a  very  great  hardship,  and  by  the  smaller  as 
a  bar  towards  further  expansion.  Just  as  we  write  these 
lines  we  read  an  announcement  in  the  German  press* 
to  the  effect  that  the  Westphalian  Steel  Works  at  Bochum, 
belonging  to  the  Steel  Works  Union,  will  not  be  ab'le 
to  pay  any  dividends  for  the  current  year  in  consequence 
of  the  fact  that  its  figure  of  participation  in  the  Union 
would  not  permit  them  to  extend  theiil  production  and 
so  cheapen  its  cost.  Generally,  however,  those  concerns 
which  have  the  necessary  means  find  a  way  out  of  the 
difficulty,  either  by  artificially  extending  their  works 
before  the  figure  of  participation  is  fixed,  which  involves 
a  good  deal  of  speculation  and  other  disadvantages,  f 
or,  what  is  a  better  method,  by  adding  to  their  proper 
business  the  next  stage  in  the  production  of  the  article, 
and  thus  turning  their  works  into  mixed  works. +  They 
are  then  able  to  expand  their  primary  production  in- 
definitely, supply  their  quota  to  the  syndicate,  and  use 
the  rest  of  the  primary  article  in  the  secondary  works, 

•  Kolnische  Zeitung,  May  loth,   1910. 

f  Report  on  Frankfort  for  1007,  p.  89. 

X  Report  on  Frankfort  for  1908,  pp.  13,  r^. 
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which    represent  a  higher  stage    of    the    manufacturing 
process. 

It  is  easy  to  see  what  effect  these  "mixed"  concerns 
exercise  upon  the  market.  Being  able  to  obtain  for  their 
advanced  processes  the  raw  material  at  its  cost  of  pro- 
duction, they  are  in  a  position  to  undersell  the  "pure" 
works — that  is,  those  which  are  engaged  in  these  advanced 
processes  only  and  have  to  purchase  their  material  at  the 
syndicated  prices;  and  as  they  are,  in  the  nature  of  things, 
managed  by  large  capitalists,  and  in  consequence  exercise 
a  predominating  influence  in  their  syndicates,  they  take 
good  care  that  the  price  policy  of  the  latter  should  be 
maintained  rigorously.  "It  is  not  only  with  a  view  to 
getting  the  best  value  possible  for  its  pig  or  semi-finished 
iron,"  writes  the  historian  of  the  Rhenish- Westphalian 
iron  industry,*  "that  the  mixed  concern  manipulates  the 
syndicate  for  the  maintenance  of  prices  at  a  high  level, 
but  above  all  with  a  view  to  being  in  a  position  to  produce 
more  cheaply  than  its  (pure)  competitor.  In  contradis- 
tinction to  other  producers,  it  is  not  so  very  much  in- 
terested that  its  customer  should  not  go  to  the  wall,  since 
in  such  a  case  it  would  be  able  to  extend  its  own  pro- 
duction of  finished  goods."  Accordingly,  we  see  that 
throughout  the  year  1907,  in  spite  of  all  the  protests  of 
the  "pure"  rolling  mills,  the  Steel  Works  Union  did  not 
lower  its  prices  on  semi-manufactured  iron,  although  the 
price  of  the  more  finished  product,  like  bars,  had  already 
dropped  from  132  to  less  than  109  marks  per  ton.f  The 
reason  was  that  the  mixed  concerns  which  were  members 
of  the  Union  were  still  able  to  produce  without  a  loss  at 
the  latter  figure,  and  did  not  feel  called  upon  to  assist 
their  rivals  in  the  "pure"  rolling  industry.     The  West- 

•  Vogelstein,     "Die    rhcinisch-westphalischo     Montan- und     Eisenindustrie, 
p.  rti. 

t  Report  on  Frankfort  for  1907,  p.  93. 
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phalian  Coal  Syndicate  did  not  lower  its  prices  even  in 
the  year  following,  as  the  Hiitten-Zechen  still  obtained 
their  coal  from  their  own  mines  at  prices  which  enabled 
them  to  stand  the  strain  of  the  depression.*  "At  present," 
we  read  in  a  remonstrance  by  the  rolling  mills  of  Hagen, 
in  1907, t  "at  present  the  German  sheet-iron  industry  works 
under  the  most  unfavourable  conditions  at  home,  nor  can 
it  meditate  any  export.  If  this  state  of  things  is  allowed  to 
continue,  a  number  of  concerns  will  have  to  go  down.  .  . 
At  home  the  base  price  for  fine  sheet-iron  has  been  reduced 
by  the  large  mixed  concerns  to  140  marks  per  ton  and 
less,  a  price  at  which  the  pure  rolling  mills  find  themselves 
considerably  out  of  pocket,  but  which  the  mixed  concerns, 
with  their  own  coal  and  their  own  half-finished  goods,  are 
well  able  to  stand."  The  authors  of  the  petition 
to  the  Reichstag  also  point  outj  that  up  to  the 
very  end  of  1907  the  price  of  semi-finished  iron  (in 
this  particular  case  ingots)  was  kept  by  the  Steel  Works 
Union  at  102  marks  50  pfennigs,  while  its  members, 
the  mixed  concerns,  were  selling  bars  at  105  marks.  Yet 
the  cost  of  converting  ingots  into  bars,  according  to  the 
evidence  before  the  Commission  on  Syndicates  and 
Kartels,  was  not  less  than  25  marks  per  ton  !  Later  on 
the  union  lowered  the  price  of  ingots  down  to  94  marks, 
yet  its  members  were  selling  bars  at  95  to  100  marks. 
Again,  steel  billets,  from  which  the  finer  bars  are  made, 
were  sold  by  the  Union  at  1 10  marks,  and  it  was  a  common 
saying  that  it  was  more  profitable  to  make  billets  out  of 
bars  than  to  make  bars  out  of  billets!  Thus  "the  syndi- 
cates are  for  the  larger  and  richer  concerns  no  longer 
what  they  originally  were,  namely,  bodies  constituted  to 
regulate  the  market  of  raw  materials  for  the  purpose  of  a 

*  Report  on  Frankfort  for  1908,  pp.  96,  97. 
t  Ki'port  on  Frankfort  for  1907,  p.  79. 
X  "  /uni  Antrag." 
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lucrative  sale.  They  have  to-day  become  the  means 
rather  by  which  the  more  important  works  secure  a 
dominating  position  also  in  the  market  of  finished 
articles.* 

To  what  extent  this  is  true  is  shown  by  the  most  re- 
markable fact  that  the  Steel  Works  Union,  now,  in  the 
absence  of  the  Pig-Iron  Syndicates,  the  most  powerful 
combination  in  the  iron  and  steel  trade,  though  regulating 
the  prices,  as  we  have  seen,  not  only  of  the  half-finished 
material,  but  even  of  some  of  the  heavy  product  of  the 
rolling  mills,  like  steel  rails  and  form-iron,  nevertheless 
refuses  to  syndicate  the  other  products  of  the  rolling  mills 
(practically  all  except  bar-iron  and  rolled  wire)  which  its 
mixed  concerns  manufacture.  Yet  these  non-syndicated 
products  of  the  rolling  mills  represent,  according  to  the 
estimate  of  the  authors  of  the  petition  to  the  Reichstag,  t 
a  mass  of  nearly  five  million  tons  per  annum,  value  on  the 
German  market  (that  is,  the  world's  market  price  plus 
freights  and  duty)  of  lOO  million  marks.  How  is  this  self- 
denying  policy  to  be  explained  ?  What  is  the  reason  for 
this  refusal  of  the  mighty  Steel  Works  Union  to  take 
under  its  protecting  arm  the  remainder  of  the  product 
of  the  rolling  mills,  and  to  put  into  the  pockets  of  its 
members  an  additional  sum  of  loo  million  marks  by 
eliminating  competition  from  this  domain  as  it  has  done 
in  the  others?  The  reason  is  simple:  rather  will  the 
mixed  works  which  are  members  of  the  Union  themselves 
lose  loo  million  marks  per  annum  than  assist  their  rivals 
of  the  "pure"  w'orks  by  extending  the  benefits  of  the 
syndicate  to  their  product.  This  is  no  longer  self-protection 
by  means  of  the  syndicate,  but  war  against  the  weaker 
members  of  the  same  industry,  with  the  syndicate  acting 
as  an  engine  of  destruction.     The  same  object  is  aimed 

*  Report  on  Frankfort  for  1907,  p.  69. 
t  "  Zum  Antrag." 
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at  by  the  gradual  reduction  of  the  output  of  semi-finished 
material  which  is  observable  of  late,  combined  with  the 
most  striking  increase  in  the  production  of  finished  articles.* 
To  the  policy  of  unfair  competition  and  withdrawal  of 
support  is  added  that  of  artificial  starvation — all  directed 
by  the  big  fish  against  the  smaller  fry. 

Without  entering  into  further  particulars  as  to  how  this 
policy  reacts  upon  the  position  of  the  pure  works  in  the' 
foreign  market, t  we  see  quite  clearly  the  extraordinary 
situation  which  has  been  created  for  the  German  iron  and 
steel  industry  by  Protection-cum-syndicates.  As  has  been 
well  put  by  our  Consul-General  in  Frankfort, J  Protection 
has  fostered  syndicates,  and  the  syndicates  are  now  foster- 
ing giant  concerns  which,  having  first  expanded  in  a 
"vertical"  direction,  that  is,  along  the  ever-rising  spiral 
of  the  consecutive  phases  of  manufacture  from  semi- 
finished to  wholly-finished  articles,  are  now  also  expand- 
ing "horizontally  "  by  killing  off  their  rivals  at  each  stage 
of  manufacture  and  absorbing  them  and  their  trade.  In 
other  words,  Protection  has  produced  in  Germany,  as  in 
the  United  States,  a  number  of  octopi  tending  to  smother 
in  their  coils  every  independent  producer,  and  to  turn  into 
formidable  trusts.  "The  syndicates,"  says  our  Consul- 
General  in  Frankfort, §  "which  at  one  time  were  deemed 
the  best  guarantees  against  the  system  of  trusts  because 
they  at  first  seemed  to  guarantee  the  continued  existence 
of  economically  weaker  concerns  in  line  with  the  more 
important,  are  now,  on  the  contrary,  assisting  those  more 
important  concerns  in  their  trust-like  development."     And 

•  "  Zum  Antrag"  ;    also  Report  on  Frankfort  for  1907,  p.  91. 

t  An  interesting  instance  is  quoted  in  the  "  Petition  "  of  the  influence  of 
the  policy  of  the  mixed  concerns  on  the  exports  of  the  German  pure  rolling  mills. 
Three  big  rolled-wire  mills  were  established  in  the  Minctte  district  of  Luxemburg 
whose  productivity  proved  so  great  that  they  began  to  export  abroad  enormous 
quantities  of  wire  at  low  prices  with  the  result  that,  for  example,  the  Belgian 
wire-drawing  and  wire-tack  mills,  were  able  to  oust  out  from  the  Belgian  market 
their  German  competitors  who  were  using  the  same  material,  but  at  the  syndi- 
cated price.  The  output  of  the  Belgian  mills,  which  only  a  few  years  back  amounted 
to  1,000  tons  per  annum,  suddenly  leapt  up  to  30,000  tons. 

X   Report  on  Frankfort  for   i<)o8,  p.   14. 

f  Report  on  Frankfort  for  1907,  p.  69. 
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he  mentions,*  as  a  case  in  point,  the  career  of  the  Gelsen- 
kirchen  works,  the  chief  member  of  the  WestphaHan  Coal 
Syndicate.  It  employs  44,343  workmen  and  1,705 
officials,  and  supplies  to  the  syndicate  more  than  1 1  per 
cent,  of  its  coal.  It  can  produce,  however,  much  more 
than  it  hands  over  to  the  syndicate,  and  so  already  in 
1904  it  acquired  blast  furnaces  and  even  a  rolling  mill, 
and  became  also  a  member  of  the  Steel  Works  Union. 
But  even  this  expansion  could  not  absorb  all  its  producing 
energies,  and  so  in  1908  it  acquired  a  big  piece  of  land 
near  Esch,  and  is  now  erecting  there  six  additional  blast 
furnaces,  with  corresponding  steel  works  and  rolling  mills, 
besides  having  purchased  a  share  in  some  iron  ore  deposits. 
This  is  a  trust  in  the  making,  bred  and  fostered  by  the 
syndicates  and  Protection. 

Protection  has  thus  turned  into  its  very  opposite,  and 
it  is  not  surprising  that  the  innumerable  concerns  which 
see  their  existence  thus  threatened  begin  to  cry  out  in 
despair.  For  a  long  time  they  were  content  to  receive 
from  the  syndicates  doles-in-aid,  called  export  bounties, 
which  permitted  them  to  make  a  stand  at  least  in  the 
foreign  markets. f  But  apart  from  the  fact  that  even  in 
the  best  of  times  they  never  were  quite  adequate,  the 
powerful  mixed  works,  which  dominate  the  syndicates, 
are  becoming  more  and  more  reluctant  to  render  this  aid 
to  their  rivals. J  Again,  the  remedy  was  tried  to  induce 
the  Governments  to  grant  reduced  railway  freight  rates, 
but  this,  too,  proved  insufficient;  besides  that.  Govern- 
ments are  themselves  rather  fearsome  to  do  anything  un- 
pleasant to  the  big  magnates. §  And  so  the  pure  rolling 
mills  and  the  Siemens-Martin  works,   which  use  as  their 

•  Report  on  Frankfort  for  1908,  pp.  122,  123. 

t  Report  on  Frankfort  for  1906,  p.  6r ;  for  1907,  pp.  75  and  95  ;  also  \V.  Lotz, 
'  Sondcrinteresscn  "  (in  "  Volkswirtschaftliche  Zeitfragen,"  Heft  187),  pp.  19,  20. 
In  their  reply  to  the  Petition,  the  Steel  Works  Union  make  a  great  point  of  their 
generosity  in  granting  these  export  bounties,  which  they  call  "  Geschenke  " — 
•'  presents."  In  reality  they  are  actuated  in  this  policy  merely  by  a  desire  to 
ease  the  home  market  in  order  to  be  able  to  sustain  the  prices  at  a  high  level, 

t  See  the  complaints  in  the  "  Petition." 

§  Report  on  Frankfort  for  1907,  p.  75  ;    for  1906,  p.  55. 
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raw  material  old  and  scrap  iron,  have  come  to  the  con- 
clusion that  the  only  salvation  lies  in  the  introduction 
of  Free  Trade  in  pig,  old  and  semi-manufactured  iron. 
"We,"  they  declared,*  "are  worse  off  under  the  protective 
system  than  we  would  have  been  under  Free  Trade.  .  .  . 
As  palliative  measures  will  scarcely  attain  our  object, 
since  the  combines  would  be  able  to  circumvent  them  and 
put  them  out  of  action,  the  only  efficient  remedy  consists 
in  doing  away  with  the  basis  on  which  these  great  evils 
have  been  formed."  Thus,  after  thirty  years  of  very 
mixed  experience,  the  independent  iron  and  steel  producers 
of  Germany  have  arrived  at  the  conclusion  that  Free  Trade 
is  their  only  chance  of  surviving. 

We  do  not  pretend  to  know  what  chance,  if  any,  this 
unfortunate  section  of  manufacturers  have  in  bringing 
their  agitation  in  favour  of  Free  Trade  to  a  successful 
issue.  Though  the  Government  and  the  Reichstag  have 
so  far  turned  a  deaf  ear  to  their  petitions,  things  have  a 
knack  of  ending  differently  than  they  look  at  the  beginning. 
In  our  own  case,  was  it  not  Adam  Smith  himself  who 
wrote:  "To  expect  that  the  freedom  of  trade  should  ever 
be  entirely  restored  in  Great  Britain  is  as  absurd  as  to 
expect  that  an  Oceana  or  Utopia  should  ever  be  established 
in  it;  not  only  the  prejudices  of  the  public,  but  what  is 
much  more  unconquerable,  the  private  interests  of  many 
individuals,  irresistibly  oppose  it  "  ?t  What  seems  now 
Utopian  in  the  case  of  Germany  may  also  come  to  be  true 
there  as  it  came  to  be  true  in  this  country.  But  however 
that  may  be,  the  lesson  which  we  are  now  offered  in 
Germany  is  of  the  utmost  value  to  us;  it  shows  us  our 
own  future  should  we  decide  to  follow  our  British  Lists 
and  other  apostles  of  Protection.  Protection  will  breed 
syndicates,  syndicates  will  breed  trusts,  and  all  inde- 
pendent producers  in  our  great  iron  and  steel  trade  will 
be  squeezed  out  of  existence. 

♦  "  Petition." 

t  *'  Wealth  of  Nations,"  Book  IV.,  eh.  II.,  pp.  435,  436,  (ed.  by  Mr.  Cannan.) 
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THE 

POLICY  OF  DEAR  FOOD 

PRICES   OF   PROVISIONS  IN 
ENGLAND   AND   GERMANY 

By  Dr.  Carl  von  Tyszka.* 

L— PRICES    OF    WHEAT. 

The  great  importance  of  the  prices  of  provisions  for  the 
standard  of  life  of  the  population  is  obvious,  inasmuch  as  they 
constitute  the  main  factor  in  the  question  of  real  wages.  If  we 
compare  two  countries,  the  fiscal  policy  in  one  of  which  has 
developed  from  Protection  to  Free  Trade,  while  the  other  has 
abandoned  Free  Trade  for  Protection,  an  examination  of  the  pro- 
gress of  prices  of  provisions  will  show  clearly  the  effect  of  Pro- 
tection. When  the  protective  duty  and  every  increase  thereof  leads 
to  an  enormous  increase  in  the  price  of  provisions,  as  is  actually 
the  case  in  Germany,  this  is  a  proof  that  Protectionism  is  contrary 
to  the  interests  of  the  masses  of  the  entire  country.  I  have  compiled 
a  table  giving  the  prices  of  wheat  from  1771  to  1909  in  England 
and  Wales  and  in  Berlin.  The  figures  for  the  English  prices 
are  taken  from  the  publications  of  the  Board  of  Agriculture. 
Those  for  Berlin  from  1771  to  1865  come  from  the  "  Jahrbuch  fiir 
die  Amtliche  Statistik  der  Preussischen  Staates,"  11  Jahrjang, 
1867;  from  1866  to  1909,  from  the  publications  of  the  Statistical 
Bureau  of   the  City   of  Berlin.      For   purposes  of  comparison  the 

*  Dr.  Carl  von  Tyszka,  who  has  recently  been  studying  conditions  in  this 
country,  is  a  distinguished  German  economist,  whose  contributions  to  the  Berliner 
Tageblatt  on  the  subject  of  food  prices  have  attracted  international  attention. 


English  and  German  figures  have  been  converted  into  thousands 
of  kilograms,  which  is,  roughly,  equal  to  20c\vt. 

In  the  year  1771  the  price  of  wheat  in  England  was  consider- 
ably  higher   than  in   Berlin   (223.14   shillings   per  1,000   kgs.,    as 
compared   to  178.92  marks).      England  was  at  that  time  a   Pro- 
tectionist  State,    and   had    not  only   a   high    duty    upon  imported 
corn,  but,  furthermore,  granted  a  subsidy  on  the  export  of  corn. 
In  Prussia,  on  the  other  hand,  the  economic  policy  of  Frederick 
the  Great  then  prevailed,  a  system  directed,  above  all,  to  promote 
the  commerce  and  industry  of  Prussia,   but  which,   nevertheless, 
was  very  favourable  to  agriculture.     The  constant  rise  in  the  price 
of  wheat  in  England  led,  in  the  years  1773-4  to  the  abolition  of 
the   subsidy   for  the  export   of  corn,    which   led,  as   a   matter  of 
fact,  to  a  very  considerable  fall  in  the  price  of  wheat  from  1775. 
The  population  of  England  continued  to  increase,  and  industry  and 
commerce  flourished,  with  the  result  that  British  agriculture  was 
no   longer   in   a   position   to   supply  the  requirements   of    the    in- 
creasing population.    The  import  of  corn  was,  nevertheless,  heavily 
burdened,  with  the  inevitable  result  of  a  corresponding  rise  in  the 
price  of  wheat.     Then  came  in  1793  the  war  with  Napoleon,  which 
ended  in  the  naval  defeat  of  the  latter  in  Trafalgar  Bay.     Napo- 
leon,  having  no  other  means  of  damaging  his  powerful  enemy, 
decreed  the  closure  of  the  Continent  against  British  goods,  a  pro- 
ceeding which  produced  an  enormous  effect.     For  one  thing,  the 
price  of  wheat,  which  was  69s.  per  quarter  in  1799,  suddenly  rose 
to  113s.   lOd.   in  1800.     In  1801  the  price  rose  to  119s.   6d.,  or 
548.85s.  per  l,000kg. ,  a  point  which  it  never  reached  either  before 
or  since,  with  the  single  exception  of  1812,  when  it  amounted  to 
126s.   6d.,  or  581.00s.  per  1,000kg.      In   Prussia,   too,  during  the 
worst  period  of  national  defeat — 1805 — the  price  was  also  excep- 
tionally high,  amounting  to  323.09  marks  ;  in  1808  it  was  272.89 
marks;  in  1812,   208.03  marks;  in  1817,  300.60  marks.       Yet  in 
Prussia,  after  the  war  was  over,  the  price  of  wheat  began  rapidly 
to  fall,  the  natural  course  of  trade  not  being  hampered  either  by 
a  considerable  import  duty  or  export  premium.      In   England  the 
condition  of  affairs  was  very  different.     In  that  country  the  Napo- 
leonic war  had  ltd  to  an  extraordinary  increase  in  the  profits  of 


the  agricultural  classes,  which  was  also  naturally  accompanied  by 
an  extraordinary  increase  in  rent  and  the  prices  paid  for  land,  which 
was  much  in  excess  of  the  real  value.  Then  came  an  exceptionally 
fine  harvest  in  the  year  1813,  which  led  to  a  fall  in  the  price  of 
wheat  from  109s.  9d.,  or  504.07s.  per  1,000kg:.,  to  74s.  4d.,  or 
341.40s.  per  1,000kg.,  in  the  following  year.  This  was,  however, 
a  misfortune  for  the  farmers,  as,  with  the  excessive  rent  and  prices 
paid  for  land,  agriculture  was  only  profitable  when  hig^h  prices 
prevailed  for  w^hcat,  as  in  the  preceding:  years,  or  during"  the  ex- 
clusion of  British  products  from  the  Continent.  Now,  as  the  agri- 
cultural clas^ses  in  England  feared  that  a  further  fall  in  the  price  of 
wheat  would  result  from  the  cessation  of  this  exclusion,  and  as  they 
were  all-powerful  in  Parliament,  they  passed  the  Corn  Law  of 
1815,  which  prohibited  all  import  of  corn  when  the  price  was  lower 
than  80s.  per  quarter.  The  result  was  that  the  price  of  corn  was 
kept  at  a  consistently  high  level — in  1816,  360s.  6d.  per  1,000kg-.; 
in  1817,  445s.  IJd.;  in  1818,  396s.  l^d.  In  Berlin,  on  the  other 
hand,  the  prices  were  in  1816  only  219.68  marks;  in  1817,  300.60 
marks;  in  1818,  253.61  marks.  The  prohibition  of  corn  imports 
caused  the  greatest  damage  to  English  industry,  which  at  that  time 
afforded  subsistence  to  about  two-thirds  of  the  entire  population. 
This  was  due  not  only  to  the  fact  that  manufacturers  were  obliged 
to  pay  higher  wag-es  to  their  hands,  but  still  more  to  the  damage 
done  to  export  trade  by  the  manner  in  which  the  British  Corn  Laws 
led  Continental  countries,  and  particularly  Germany  and  France, 
to  raise  a  high  Customs  barrier  against  English  products.  Thus, 
the  Corn  duties  damaged  British  industry  doubly  :  by  a  diminution 
of  exports  due  to  Continental  reprisals,  and  by  a  reduction  of  the 
home  consumption,  owing  to  the  poverty  of  the  working-class 
consumer.  As  is  well  known  to  economic  students  of  the  period 
in  question,  these  Corn  Laws  resulted  in  extreme  misery  among 
the  working-class  population  of  England.  Not  only  did  English 
industry  suffer  from  the  continuance  of  high  Corn  duties,  but 
also  English  agriculture,  and,  in  particular,  the  agricultural 
labourer,  the  distress  throughout  the  country  districts  continuing 
until  their  abolition,  thanks  to  the  efforts  of  Cobden  and  the 
Anti-Corn  Law  League. 


The  abolition  of  the  Corn  Laws  was  followed,  as  will  be  seen, 
by  an  immediate  fall  in  the  price  of  wheat.  As  late  as  1846  the 
price  of  wheat  in  England  was  251s.  Id.  per  thousand  kgs.,  as 
compared  to  199.000  marks  in  Berlin.  In  1851,  on  the  other 
hand,  the  price  in  England  had  sunk  to  176s.  lOd.,  as  against 
162.05  marks  in  Berlin.  Since  then  England  has  no  longer  ex- 
perienced high  prices  for  wheat  in  the  English  market,  at  a  time 
when  low  prices  were  paid  on  the  Continent.  On  the  contrary, 
since  the  abolition  of  the  Corn  Laws  and  the  adoption  of  Free 
Trade,  the  price  of  corn  has  steadily  fallen,  apart  from  a  few  tem- 
porary periods  of  higher  prices. 

From  this  time  forward  there  is  an  absolute  change  in  the 
respective  positions  of  England  and  Prussia.  While  England  was 
a  Protectionist  and  Prussia  a  Free  Trade  State  in  the  necessaries 
of  life,  the  prices  of  wheat  were  higher  in  England  than  in  Berlin; 
for  a  time  both  countries  imposed  no  duties  on  the  necessaries  of 
life,  or,  only  in  Prussia,  a  very  small  duty,  and  the  prices  of 
wheat  in  England  were  somewhat,  but  not  for  long,  higher  than 
in  Berlin.  But  from  the  moment  that  Germany  adopted  Protec- 
tion in  these  articles  the  price  of  wheat  immediately  began  to  rise 
in  a  proportion  far  greater  than   that  in   England. 

Up  to  the  beginning  of  the  'seventies  Germany  was  predomi- 
nantly an  agricultural  country,  which  exported  corn  and  supplied 
the  English  market.  It  is  true  that  since  1819  there  was  a 
very  small  duty  on  corn — that  is,  first  18  pfennige,  or  about  2d., 
then,  in  1824,  50  pfennige,  or  6d.,  and  afterwards,  in  1857,  20 
pfennige,  or  2d.  per  scheffel  of  wheat,  which  is  equivalent  to  40J 
kilograms.  This  was,  however^  in  practice  of  no  importance,  as 
Germany  was  a  corn-exporting  country. 

From  1865  to  1879  Germany  was  a  Free  Trade  country,  prac- 
tically in  industrial  products  as  well  as  in  the  necessaries  of  life. 
The  change  to  Protection  in  both  respects  occurred  in  the  latter 
year. 

The  situation  in  Germany  was  similar  to  that  which  prevailed 
in  England  fifty  to  sixty  years  previously.  The  successful  war 
with  France  brought  a  large  quantity  of  capital  into  the  country. 
Even  in  the  'sixties  the  population  was  increasing  rapidly,  and  trade 


and  industry  flourished.     It  seemed  as  if  agriculture  could  look  for- 
ward to  a  brilliant  future  in  the  presence  of  an  increasing  popula- 
tion,  with  increasing  power  of  consumption  at  home,  and,  on  the 
other  hand,  the  prospect  of  a  growing  export,  and  particularly  of  an 
export  trade  with  England.     Then  came  the  great  economic  crisis 
of  1873-4,  and,  as  one  of  the  cori'sequences  of  this  crisis,  the  flood- 
ing of  the  European  market  by  American  and  Russian  wheat,  which 
was  rendered  possible  by  the  previous  great  extension  of  railway 
and  steamship  transport.     The  hopes  of  the  German  agriculturists, 
who  had  vested  large  sums  in  agriculture,  were  disappointed.    There, 
as   in   England   half  a  century  before,   the   land   was   much   over- 
capitalised, so  that  it  could  only  pay  during  periods  of  high  prices, 
while  the  price  of  wheat  had  fallen  in  consequence  of  foreign  com- 
petition.    The  German  agriculturists  consequently  became  appre- 
hensive as  to  their  future,  as  they  feared  to  lose  not  only  their 
export,    but    their    home    trade.        They    consequently    demanded, 
exactly   as   the   Eng-lish   agriculturists   had  done   fifty   years   pre- 
viously, the  adoption  of  Protection  duties,  with  the  object  of  main- 
taining the  price  of  corn.      Bismarck,  although  at  first  offering  a 
certain  opposition,  finally  gave  way.     In  1879  a  small  duty  of  one 
mark  per  100  kilograms  was  imposed  on  the  import  of  corn.     As 
this,   in  consequence  of  its  comparative  moderation,   had  not  the 
effect   desired   by   the   agriculturists  (indeed,     the    price    of    corn 
showed  a  slight  decline  in  the  beginning  of  the  'eighties),  pressure 
w,as  brought  upon  Bismarck  with  a  view  to  the  adoption  of  stronger 
measures.     In  1885  the  duty  was  raised  to  3  marks  per  100  kilo- 
grams, and  in  1887  to  5  marks.     The  result  was  what  might  have 
been  expected — an  increase  in  the  price  of  corn.     It  is  true  that 
Bismarck,  replying  in  the  Reichstag  before  the  increase  of  the  duty 
to  certain  Liberal  members,  declared  that  the  increased  tax  would 
be  paid  by  the  foreigner.     That  the  contrary  was  the  case  was  soon 
proved  by  experience.     As  a  matter  of  fact,  the  whole  amount  of 
the  duty  was  borne  by  the  consumer,   having  been  added  to  the 
price  of  wheat  and  bread. 

Before  the  increase  of  the  corn  duty  in  the  'eighties  the  British 
and  German  prices  were  very  much  about  the  same.  In  England 
in  1884,  as  a  matter  of  fact,  they  were  slightly  higher— 163s.  lOd. , 
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as  ag-ainst  162.20  marks  in  Berlin.  After  the  introduction  of  the 
increased  duty  in  1887  the  price  of  wheat  in  Berlin  was  higher  than 
in  England  by  nearly  the  total  amount  of  the  duty;  in  1889, 
136s.  8d.  in  Eng^land,  187.70  marks  in  Berlin— that  is  to  say, 
one-third  hig-her. 

The  effect  of  the  corn  duty  damaged  industry  in  two  directions 
— first  through  the  reduction  of  the  standard  of  living  and  of  the 
real  wages  of  the  working-classes;  and,  to  at  least  an  equal  degree, 
in  the  hampering  of  export  trade,   particularly   with   the   United 
States  and  Russia,  which  resorted  to  reprisals.     An  agitation  began 
in  favour  of  a  change  in  this  policy.     After  the  fall  of  Prince  Bis- 
marck,   his  successor.   Count  Caprivi,   in  1891,  concluded  treaties 
of  commerce  for  a  period  of  twelve  years,  under  which  the  duty  on 
wheat  was  reduced  from  5  marks  to  3.50  marks  per  lOOkgs.     The 
result  was  a  fall  in  prices,  which  began  to  be  manifest  in  1893,  a 
year  before  the  treaties  came  into  force.    The  price,  which  was  in 
1891  224.20  marks,   had  fallen  in  1893  to  151.50  marks,  and  in 
1894  to  136.13.     In  this  year,  as  a  concession  to  the  agricultural 
classes,  the  certificate  of  identity  in  connexion  with  the  export  of 
corn  was  abolished.     The  result  was  that  from  this  time  forward 
the  price  of  corn   in   Germany  has  been   kept   steadily  at  a  level 
marked  at  least  by  the  addition  of  the  duty  to  the  price  prevailing 
in  the  world's  market.     The  German  agricultural  classes  were  dis- 
satisfied with  the  reduction  of  the  duty,  and  founded  what  is  known 
as   the   Agricultural    League,    or    "  Bund   der   Landwirte,"    which 
began  an  agitation  in  favour  of  an  increase  in  the  duties  on  food' 
stuffs.      Under  the  pretext  of  securing  Protection  for  national  pro- 
duction,  they  exerted  in  reality  every  effort  to  defend  and  to  in- 
crease   the  rents  drawn  by  the  landowning  class.     Unfortunately 
this  agitation   was  successful,  and   the   Government   prepared   an 
autonomous  tariff,  with  a  duty  on  wheat  of  7  marks  per  lOOkgs. 
This  Bill  was  forced  through  the  Reichstag  on  December  14,  1902, 
by  measures  that  are  regarded  as  decidedly  unfair  by  the  Free  Trade 
minority    which  opposed   it.     Fortunately,   however,   the  7  marks 
duty  oould  not  be  maintained,  as  it  was  found  impossible  to  con- 
chidc  any  rommcrcial  treaty  on  that  basis.     It  had  actually  to  be 
reduced  to  5.50  marks  in  the  course  of  negotiations  for  the  commcr- 


cial  treaties.  The  German  Free  Traders  had  predicted  the  result — 
namely,  the  general,  great,  and  continuous  increase  of  prices,  a 
change  in  which  it  is  impossible  at  this  moment  to  foresee. 

The  new  duties  came  into  force  in  1906;  in  1907  the  price  of 
wheat  was  206.17  marks  per  l,0O0kgs.,  as  compared  to  179.61 
marks  in  1906  (in  England  in  1907  the  price  was  but  140.46s.). 
Since  1907  the  price  of  wheat  in  Germany  has  remained  always 
dearer  than  in  England  by  more  than  the  amount  of  the  duty. 

England.  Berlin. 

1907      140.46       206.17 

1908      146.97       211.22 

1909      170.70       233.89 

The  German  consumer  has,  therefore,  to  pay  the  difference  out 
of  his  own  pocket,  and  is  thus  in  a  worse  position  than  the 
I*]nglish  consumer  by  a  sum  exceeding  the  amount  of  the  duty 
on  wheat. 

Professor  Brentano,  of  Munich,  calculates  that  while  the  burden 
p>er  head  imposed  upon  the  corn-consuming  public  of  Germany  by 
the  duties  on  rye,  wheat,  and  oats,  amounts  to  18s.  5^d.  per  head, 
only  2s.  Id.  of  this  sum  goes  to  the  Imperial  Treasury,  while  the 
remainder  finds  its  way  into  the  pockets  of  the  landlords,  who  grow 
the  bulk  of  the  corn  produced  in  Germany. 

The  prophecies  of  the  German  Free  Traders  in  other  direc- 
tions were  also  borne  out  by  the  facts,  as,  for  instance,  in  the 
case  of  the  damage  done  to  German  export  trade  by  these  duties, 
which  led  to  a  barricading  policy  on  the  part  of  some  of  Germany's 
own  best  customers  in  Europe,  such  as  Russia  and  Austria.  The 
crisis  of  1907  and  1908  was  particularly  damaging  to  German 
industry,  and  in  the  reports  of  many  of  the  largest  of  the  German 
Joint  Stock  Companies  complaints  are  made  of  the  difficulties 
caused  to  German  export  trade  by  the  increase  of  the  protective 
duties. 

The  respective  poisitions  in  wheat  prices  in  Germany  and  England 
have  changed  from  1771  to  1909,  a  change  due  to  the  substitution  of 
Free  Trade  for  Protection  in  the  one  case  and  of  Protection  for 
Free  Trade  in  the  other  In  1771  the  price  of  wheat  in  Protec- 
tionist England  was  223.14s.  per  thousand  kgs.,  as  compared  with 

*P.  D.F. 
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178.92  marks  In  Free  Trade  Prussia.  In  1909  the  price  in  Free 
Trade  England  is  170.70s.,  and  in  Protectionist  Prussia  233.89 
marks.  The  lesson  taught  by  the  intervening  figures,  which  repre- 
sent a  very  instructive  development  in  both  countries,  is  one  that 
proves  up  to  the  hilt  the  effect  of  a  Protectionist  duty  in  increasing 
the  price  of  the  necessaries  of  life.  In  a  subsequent  article  I  pro- 
pose to  deal  with  the  effect  of  the  Protectionist  duty  in  increasing 
the  price  of  meat. 


IL— PRICES  OF   CATTLE    AND   MEAT. 

In  my  last  article  I  proved  that  the  duty  on  wheat  increased 
its  price  frequently  beyond  the  amount  of  that  duty,  and  produced 
figures  which  gave  a  death-blow  to  the  legend,  borrowed  by  Mr. 
Chamberlain  from  Prince  Bismarck,  that  the  foreigner  pays  the 
duty.  Not  only  the  price  of  corn  and  bread,  but  also  the  price  of 
meat  is  very  considerably  increased  by  these  protective  duties. 

Let  us  first  take  into  consideration  the  prices  of  live  stock  as 
taken  for  England  from  the  publications  of  the  Board  of  Agricul- 
ture, and  for  Berlin  and  other  German  towns  from  their  municipal 
statistics.*  A  glance  at  the  accompanying  chart  will  show  the 
movement  of  prices  of  live  stock  in  the  two  countries  from  1879 
to  1908-9  far  more  effectively  than  words.  Up  to  1879  there  was 
free  trade  in  live  stock  and  meat  in  Germany.  The  population  had 
not  increased  to  such  an  extent  that  German  agriculture  was  not 
in  a  position  to  supply  its  needs  in  this  direction.  The  prices  of 
cattle  in  Germany  were  considerably  lower  than  in  England.  Then 
followed  a  period  in  which  the  prices  of  cattle  fell  in  Germany  as 
well  as  in  England  in  consequence  of  the  large  supply  of  fodder. 
German  agricultural  circles,  however,  were  not  at  all  satisfied 
with  this  condition  of  affairs,  and  demanded  the  imposition  of 
higher  duties  than  those  granted  by   Bismarck  in  1879,   when  he 

*  The  prices  for  London  are  per  stone  of  81h.  (sinking  the  offal)  and  are  con- 
verted into  cwts.  of  ahout  50kgs.  each  for  comparison  with  Berlin.  The  Berlin 
prices  are  given  for  50kgs.  carcase  weight. 
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introduced  the  duty  on  corn,  viz.,  20  marks  per  head  on  oxen  and 
corresponding  duties  on  other  cattle.  Although  the  prices  had 
not  fallen  at  all  to  the  same  degree  as  in  England,  the  German 
Government  in  1885  increased  the  duty  on  oxen  from  20  to  30 
marks  per  head.  The  consequence  vi^as  an  immediate  and  con- 
siderable increase  in  the  price  of  cattle  from  1888  to  1891.  In 
1885  the  cattle  price  in  Berlin  was  per  50kgs.  55.42  marks,  in  1886 
52.90  marks,  in  1887  51.13  marks,  in  1889  54.89  marks,  in  1890 
60.14  marks. 

The  reduction  of  the  duties  on  oxen  by  Count  Caprivi  from  30 
marks  to  25.50  marks  prevented  a  further  increase  in  prices, 
although  it  did  not  lead  to  a  permanent  cheapening  of  meat.  In 
England,  on  the  other  hand,  the  prices  steadily  declined.  In  1890 
British  cattle  cost  per  cwt.  67s.  8d.,  the  price  in  Berlin  being 
60.14  marks.  In  1894  the  price  in  England  was  63s.  and  in  Berlin 
60.17  marks.  In  1898  the  price  of  British  cattle  had  sunk  to 
59s.  5d.,  that  is  to  say,  less  than  the  Berlin  price,  which  was  61.79 
marks. 

In  the  matter  of  meat  supply,  England  has  benefited  doubly 
from  Free  Trade.  In  the  first  place  indirectly,  through  the  free  ad- 
mission of  foreign  food;  and,  secondly,  from  the  fact  that  her  agri- 
cultural classes  have  not,  like  those  of  Protectionist  Germany, 
been  led  by  the  duty  on  wheat  to  cultivate  as  much  corn  as  pos- 
sible on  unsuitable  soil,  but  were  induced  by  Free  Trade  conditions 
to  devote  their  whole  energy  to  supplying  the  country  with  cheap 
and  good  meat.  The  duties  of  the  Caprivi  commercial  treaties 
were  regarded  as  quite  insufficient  by  the  German  agrarians. 

The  unscrupulous  agitation  of  the  League  of  Agriculturists  led 
in  1902  to  an  increase  in  the  duties  on  cattle.  In  the  tariff  of  that 
year  the  duties  which  were  previously  charged  per  head  of  cattle 
were  changed  into  duties  per  weight,  and  at  the  same  time  very 
largely  increased.  They  amounted  to  18  marks  per  lOOkgs.  live 
weight  for  oxen,  pigs,  and  sheep.  Calculated  per  head  these  duties 
amount  to  90  marks  for  oxen,  and  18  marks  each  for  pigs  and 
sheep.  Fortunately  for  the  German  consumer  it  was  impossible  to 
rnriiiit.'iin  these  high  duties  in  the  commercial  treaties  with  other 
countries.      They   were  reduced   for  oxen   to  40  marks  per  head, 
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for  pigs  to  9  marks,  and  for  sheep  to  8  marks.     A  burden  of  27 
marks  per  lOOkgs.  was  actually  imposed  upon  fresh  meat  as  com- 
pared to  the  45  marks  at  first  proposed.     Within  these  duties  was 
constituted  the  enormous  additional  burden  for  the  German  people. 
Up  to  the  year  1902  the  price  of  cattle  in   England,  with  the 
one  exception  of  1898,  had  always  been  higher  than  in  Germany. 
From  1903-4  onwards,  the  contrary  is  the  case.    The  price  of  cattle 
in  Berlin  since  then  has  been  considerably  higher  than  in  London. 
In  1902  British  cattle  were  sold  in  London  at  68s.  lOd.  per  cwt., 
the  corresponding  price  in  Berlin  being  65.75  marks   for  50kgs. 
In  1904,  on   the   other   hand,   the   price  in   London  was  64s.    2d., 
in    Berlin  it  had   risen  to   70.67  marks.      While   in   the  following 
years  the  price  remained  about  the  same  level  in  London  it  showed 
a  constant  increase  in  Berlin,  where  In  1905  It  amounted  to  73.54 
marks,  in  1906  to  78.92  marks,  in  1907  to  80.21  marks,  and  in  1908 
to  76.83  marks;  that  is  to  say,  in  Berlin  the  price  was  in  1905  higher 
by  the  total  amount  of  the  duty  and  in  1906,  1907,  and  1908  con- 
siderably more  than  the  amount  of  the  duty  dearer  in  Berlin  than 
in  London.     Thus  the  German  consumer  and  not  the  foreigner  had 
again  to  pay  a  very  considerable  excess  price  for  the  sole  advan- 
tage of  the  agricultural  classes. 

The  following  table  gives  the  price  of  cattle  during  the  last 
period  of  increased  prices  1904  to  1909.  The  London  prices  are 
taken  from  the  "  Weekly  Returns  of  Market  Prices  "  Issued  by 
the  Board  of  Agriculture  : 

CATTLE. 

1904.        1905.        1906.        1907.        1908.        1909. 
Fat  cattle,  Shorthorns,  first 
quality  : 

London     61.4  61.4  60.3  63.5  64.9  66.0 

Fat  cattle,    first   quality  : 

Berlin     70.67        73.54        78.92        80.21        76.83        74.17 

Fat  cattle,    first   quality  : 

Munich     71.40        76.17        80.00        84.92        78.41        82.08 

PIGS. 
Bacon  pigs,  first  quality  : 

Salford     46.10        54.0  56.11        54.11        52.3  59.10 

Pigs,   first  quality  : 

Berlin     59.96        66.00        68.21        57.17        60.06        72.50 

Pigs,   first  quality  : 

Munich     50.50        63.67        65.33        55.20        58.20        65.50 


It  is  evident  that  the  enormous  increase  in  the  price  of  cattle 
cannot  fail  to  affect  the  price  of  meat.  This  is  clearly  proved  by 
the  second  chart.  Here  we  have  the  wholesale  prices  of  beef  at 
the  Central  Market  in  London  and  in  Berlin  (Central  Market 
Hall)  from  1888  to  1908-9. 

The  English  prices  given  for  comparison  with  Berlin  are  given 
in  cwts.  and  shillings,  those  of  Berlin  being  in  units  of  50kgs.  and 
marks. 

The  chart  begins  with  the  first  great  increase  in  the  price  at 
Berlin  (there  is  no  statistical  material  for  a  comparison  with 
previous  years). 

The  German  prices,  which  were  formerly  much  lower,  rose  in 
1890,  and  now  the  prices  in  both  couinitnies  are  remaining  roughly 
about  the  same  level.  From  1903  onwTards  the  prices  of  beef  in 
Berlin  in  consequence  show  an  enormous  rise,  and  far  exceed  those 
of  the  London  prices  : 

1900        London  58s.  3d.  per  cwt. 

Berlin     58.58  marks  per  50kg. 

1903         London  56s.  Od.  per  cwt. 

Berlin     60.68  marks  per  50kg. 

1907  London  57s.  2d.   per  cwt. 

Berlin     69.71   marks  per  50kg. 

1908  London  60s.   7d.  per  cwt. 

Berlin     69.73  marks  per  50kg. 

It  will  be  of  interest  to  give  a  short  survey  of  the  prices  of 
certain  categories  of  meat  in  London  and  Berlin  from  1904  to 
1909,  which  clearly  shows  the  enormous  burden  imposed  upon  the 
German  consumer  by  the  Protectionist  duty. 

The  English  prices  are  taken  from  the  "  Weekly  Returns  " 
published  by  the  Board  of  Agriculture,  and  those  of  Berlin  from 
the  publications  of  the  Municipal  Statistical  Bureau  of  that  city  ; 

BEEF. 


English  beef,  first  quality  : 

1904. 
54.0 

61.03 

52.2 

53.48 

1905. 
51.7 

63.41 

49.5 

56.36 

1906. 
51.2 

68.29 

48.8 

62.06 

1907. 
52.3 

69.71 

50.5 

64.98 

1908. 
54.6 

69.73 

52.2 

65.19 

1909. 
55.3 

Beef,   first  quality  : 

Berlin       

69.97 

English  beef,  second  quality 
London      

52.8 

Beef,   second  quality  : 

Berlin        

64.57 
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U.S.A.  &  Canadian  (port 
killed)  second  quality  : 

London    47.5  44.9  45.8  48.3  50.8  50.3 

Beef,  third  quality  : 

Berlin    47.13        50.48        55.48        58.66        57.77        58.89 

Argentine  chilled  beef,  first 
quality  • 

London    44.2  39.0  38.6  42.6  46.4  43.4 

Beef,  fourth  quality,  "  Fres- 
ser,"  from  1907: 

Berlin    39.14        42.46        48.91        57.82        52.85        49.03 

MUTTON. 
English  mutton,  first  quality*  : 

London      68.2  67.1  70.2  69.0  65.8  56.8 

Mutton,  first  quality  : 

Berlin    62.33        66.50        72.40        70.40        68.30        63.0 

New  Zealand  mutton,  first 
quality  : 

London    43.9  42.6  40.0  41.5  40.6  34.2 

Mutton,  second  quality  : 

Berlin    53.01        56.18        63.12        64.96        60.83        53.15 

PORK.+ 
British  pork,   first  quality  : 

London    53.4  59.9  63.4  58.4  55.1  60.9 

Pork  : 

Berlin     49.91        65.07        67.75        55.91        58.98        68.21 

VEAL. 
British  veal,  first  quality  : 

London    66.9  67.9  67.3  66.8  67.7  64.4 

Veal,    first   quality  : 

Berlin     78.26        83.37        86.81        86.42        90.67        86.70 

It  is  true  that  the  German  Protectionists  contend  that  the  duty 
has  had  nothing  to  do  with  the  increased  prices  of  cattle  and  meat 
-which  occurred;  the  latter  being,  they  say,  a  result  of  the  bad 
harvest  of  1904,  which  led  to  a  shortage  in  fodder  and  a  great 
Increase  in  its  price.  That  is  so  far  true  that  the  shortage  in  1904 
was  the  immediate  occasion  of  the  increase  of  price  in  cattle  and 
meat  in  the  following  year.      But  the  fact  that  instead  of  a  tem- 

*It  should  be  observed  that  the  quality  of  Hnglish  mutton  is,  as  the  writer 
has  personally  had  reason  to  observe,  very  much  superior  to  the  German. 

+The  British  pork  mentioned  in  this  table  is  of  first  quality,  while  on  the 
«ther  hand  the  olficial  Berlin  statistics  draw  no  distinction  between  the  different 
qualities  of  pork,  which  therefore  include  in  the  latter  case  the  inferior 
<]ualities. 
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porary  increase  of  price  Germany  has  had  to  suffer  from  a  chronic 
one  is  due  exclusively  to  the  Protectionist  Tariff. 

The  foregoing  tables  show  clearly  that  a  country  with  a  Pro- 
tectionist Tariff  is  far  more  exposed  than  a  Free  Trade  country 
like  England  to  the  accidental  variations  in  agricultural  pro- 
duction, and  suffers  much  more  from  its  changes,  than  a  Free 
Trade  country  in  which  they  are  compensated  for  by  free  imports 
from  other  countries. 


III.-DECLINE   IN  THE   GERMAN  CONSUMPTION 
OF    MEAT,   &c. 

The  fact  that  a  great  increase  in  the  cost  of  living  has  been 
the  inevitable  consequence  of  high  Protectionist  duties  is  naturally 
disagreeable  enough  to  Protectionists  both  in  England  and  Ger- 
many. But  the  figures  of  tlie  official  statistics  speak  a  language 
too  clear  to  be  denied.  Some  of  the  German  towns  are 
in  a  position  to  furnish  tolerably  reliable  statistics  of  con- 
sumption— that  is  to  say,  those  which  still  raise  an 
octroi  duty  on  provisions.  Among  the  towns  in  this  category  are 
Dresden  and  Munich,  but  not  Berlin.  In  Dresden  the  consump- 
tion per  head  of  meat  fell  from  72.23kgs.  in  1900  to  58.72kgs.  in 
1909* — that  is,  about  19  per  cent.  The  consumption  of  beef  alone 
fell  within  the  same  period  from  21.40kgs.  to  16.66kgs.,  or  about 
22  per  cent. ;  of  pork  from  31.21  to  25.04kgs.,  or  20  per  cent.  ;  of  veal 
from  7.52  to  5.84kgs.  (23  per  cent.);  and  of  mutton  from  3.04  to 
1.95kgs.  (about  33  per  cent.).  The  poorer  classes  were  obliged  to 
renounce  to  a  large  extent  the  consumption  of  nutritious  meat  for 
the  much  cheaper  but  innutritions  potato,  the  consumption  of  flour 
and  bread  also  declining  during  the  same  period. 

*  The   figures   for  1909,  which   have   not   yet  been  published,  have  been  kindly 
supplied  to  the  writer  by  the  Director  of  the  Statistical  Bureau  of  that  city. 
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CONSUMPTION  PER  HEAD  OF  THE  POPULATION. 

Flour  and  Wheat  Flour  Rye  Flour  and 

Bread.  and  Wheat  Bread.         Rye  Bread, 

kgs.  kgs.  kgs. 

1900    113.51     49.08     64.44 

1909    104.36     43.00     61.36 


TOTAL  CONSUMPTION  OF  PROVISIONS  PER  HEAD  IN  KILOGRAMS 

IN  DRESDEN. 

Total  Mutton  Total  Wheat  Rye 

meat                                          and  meal  flour  flour 

con-  goat  flour  and  and  rye 

6ump-                                         flesh  and  wheat  bread. 

Year.              tion.  Beef.  Veal.  Pork.  bakery.  bread. 

1900  72.23  21.40  7.52  3.04  51.21  113.51  49.08  64.44 

1901  69.80  20.89  7.51  3.14  29.30  113.75  48.22  65.53 

1902  65.88  20.46  6.93  2.96  26.34  112.57  48.17  64.36 

1903  61.45  18.43  6.02  2.36  25.70  109.45  46.70  62.75 

1904  64.18  18.19  6.19  2.15  27.37  111.12  49.40  61.72 

1905  59.81  17.29  5.59  2.25  24.39  107.34  47.56  59.77 

1906  57.59  16.86  5.36  2.18  23.13  104.41  45.75  58.66 

1907  59.38  16.26  5.49  2.01  26.19  104.62  46.14  58.48 

1908  59.45  16.09  5.77  1.97  26.37  103.08  43.30  59.78 

1909  58.72  16.66  5.84  1.95  25.04  104.36  43.00  61.36 

Munich  shows,  as  appears  from  the  following  official  table,  a 
very  similar  condition  of  affairs.  It  must,  however,  be  observed  that 
from  1908  onwards,  in  consequence  of  an  improved  system  of 
collecting  the  statistics,  the  figures  are  no  longer  capable  of  com- 
parison with  the  preceding  years. 


Beef,  first  Beef,  second 


Average  from  quality 

1896-1900     ...  20.2 

1901-1905     ...  17.8 

1906   16.1 

1907   14.9 

1908   16.1 

1909   17.9 


.     quality. 

Veal. 

Pork. 

...     15.1     . 

..     19.7 

..     20.3     .. 

...     14.4     . 

..     16.6 

..     18.7     .. 

...     13.1     . 

..     15.2 

..     15.2     .. 

...     12.8     . 

..     15.4 

..     21.3     .. 

...     14.7     . 

..     20.7 

..     23.6     .. 

...     15.1     . 

..     21.1 

..     20.3     .. 

Total  consumption 
of  meat. 
81.4 
75.4 
69.3 
74.3 
85.9 
85.7 


The  chart  which  accompanies  this  article  clearly  shows  the 
manner  in  which  consumption  is  dependent  upon  the  rate  of 
prices.  It  shows  the  retail  prices  in  Dresden  of  pork,  the  meat 
which,  owing  to  its  cheapness,  is  most  largely  consumed  by  the 
working-classes,   together  with  the  consumption  per  head  of  the 
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population  for  the  first  three  months  of  the  year,  from  1903  to  1909. 
A  comparison  is  made  between  the  same  months  in  the  different 
years,  as  a  direct  chronological  comparison  woiuld  be  somewhat 
misleading,  or  at  least  lack  clearness,  on  account  of  the  fact  that, 
quite  apart  from  all  economic  considerations,  there  are  consider- 
able differences  in  the  consumption  between  the  different  months, 
due  to  the  difference  of  temperature ;  the  consumption  in 
winter  being,  for  example,  much  higher  than  in  summer 
in  all  years,  while  the  supply  of  fish  and  fowl  also  affects  the  con- 
sumption of  pork.  It  is  clearly  manifest  from  this  table  that  every 
increase  in  price  in  the  different  years  is  immediately  followed 
with  a  decrease  in  the  consumption.  The  years  1905-7,  which 
were  marked  by  a  great  increase  in  the  price  of  pork,  also  show  a 
very  considerable  decline  in  its  consumption,  a  decline  more 
noticeable  in  the  winter  months  of  those  years  than  during  the 
summer.  It  is  scarcely  possible  to  imagine  a  clearer  and  more 
unmistakable  proof  that  the  increase  in  the  prices  of  the  neces- 
saries of  life  has  led  to  decreased  consumption  by  the  masses  of 
the  German  people. 

We  are  in  possession  of  the  silaughter-house  statistics  for  the 
wihole  of  the  Kingdom  of  Saxony  for  the  period  1903-8.  Tlhis 
shows  that  the  number  of  oxen  killed  has  declined  from  43,464 
in  1903  to  36,663  in  1908.  On  the  other  hand,  tihe  number  of 
horses  and  dogs  slaughtered  for  food  ihas  enormously  increased. 
In  1903  the  number  of  horses  slaughtered  was  9,802  ;  in  1908  it 
had  increased  to  12,011.  The  dogs  slaughtered  in  1903  numbered 
2,619,  and  in  1908  3,776.  The  following  table  gives  the  complete 
figures  for  the  slaughter  of  oxen,  pigs,  horses,  and  dogs  : 


Year.  Oxr.n. 

1903  43,464 

1904  40,593 

1905  39,434 

1906  36,784 

1907  35,640 

1908  36,663 


ripTs. 

Horses. 

Dogvs. 

...     1,144,485     . 

.       9,802     . 

..     2,619 

...     1,257,657     . 

.     10,383     . 

..     2,643 

...     1,118,505     . 

.     12,689     . 

..     3,603 

...     1,112,599     . 

.     12,930     . 

..     3,738 

...     1,327,145     . 

.     11,695     . 

..     3,797 

...     1,338.089     . 

.     12,011     . 

..     3,776 

It  will   Ix;  observed   that  the  foregoing  liable   shows  the  increase 
in   the  slaughter  of   horses  in  these  years  of  2,209,   or  nearly  a 
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quarter,  and  of  dogs  1,157,  or  nearly  one-third.  In  pre- 
sence of  the  decline  in  the  same  period  of  the  number  of  oxen 
slaughtered — 'that  is  to  say,  the  best  quality  of  meat — this  is  a- 
clear  proof  of  the  growing  poverty  of  the  German  people,  what- 
ever brilJdant  figures  may  be  published  by  the  Protectionists  as 
evidence  of  the  increasing  prosperity  of  the  population. 

The  Fortnightly  Review  for  July  publisfhed  an  article  by 
"  Politicus  "  entitled  "  The  German  Working- Man,"  in  which,  by 
means  of  arbitrary  manipulaitLon  of  German  statistics  of  occupa- 
tion and  consumption,  it  is  endeavoured  to  prove  that  the  welfare 
of  Che  German  working-class  has  increased.  I  am  in  a  position 
to  show  that,  so  far  as  these  figures  deal  with  the  necessaries  oi 
life,  the  writer's  conclusions  are  unfounded.  On  page  41 
the  writer  gives  the  statistics  of  the  consumpition  per  'head  of  the 
population  of  rye,  wheat,  barley,  oats,  potatoes  for  1879,  1889, 
1899,  and  1906,  and  beef  and  pork  for  1880,  1890,  1900,  and  1907. 
He  gives  the  foUowiing  figures  : 

f       AVERAGE   CONSUMPTION    PER    HEAD    OF   POPULATION. 


In    Kilogrammes. 

Rye. 

Wheat.       Barley. 

Oats. 

Potatoes. 

1879  

....     125.1 

...     50.6     ...     40.6     . 
...     56.2     ...     50.6     . 

..     85.3 
..     78.4 

...     281.2 

1889  

....     106.4 

...     423.1 

1899  

....     144.6 

...     89.8     ...     69.5     . 

..  116.9 

...     581.1 

1906  

....     143.5 

...     94.4     ...     82.5     . 

..  126.3 

...     592.6 

CONSUMPTION      OF     MEAT,      EXCLUSIVE      OF      VEAL,      MUTTON, 
POULTRY,   AND   GAME   IN   SAXONY. 


1880 
1890 
1900 
1907 


Beef. 
11.1     

Poo-k. 
....     18.1     

Total, 
29.2 

14  0     

206     

34.6 

15  2      ... 

279     

43.1 

14.4     

27.9     

42.3 

From  the  increase  in  the  consumption  of  wheat,  barley,  oats, 
potatoes,  beef,  and  pork,  the  writer  infers  an  increase  in  the  M^el- 
fare  of  the  German  people.  But,  apart  from  the  fact  that  it  is  not 
permissible  to  take  single  years  as  characteristic  of  the  whole 
period,  there  is  the  further  objection  to  this  method  of  dealing  with 
statistics  that  the  figures  for  consumption  throughout  all  Ger- 
many  have   in   this   respect   no   significance.      If  it  be  desired   to 
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Study  the  conditions  of  life  of  the  German  working-classes    it  is 
necessary  to  go  into  the  great  cities  and  to  consider  the  town  and 
country   independently  of  each   other.     The  increase  in  the  con- 
sumption of  wheat  is  of  sUght  significance  for  the  improvement 
of  the  standard  of  living -of  the  German  worker.     The  German 
worker  does  not  eat  wheat  bread,  his  consumption  of  wheat  con- 
sisting   exclusively    in    the    comparatively    small    proportion    of    it 
which  is   used   in   the  so-called  black  bread,   or  mixture  of  rye, 
and    occasionally    barley,    with    wheat,    which    he    regularly    con- 
sumes.    The   increase   in   the  consumption  of  wheat   flour   is   to 
be  attributed  to  the  fact  that,  in  consequence  of  technical  improve- 
ments,   many   of   the   German   agricultural   classes  who  formerly 
ate    rye    bread    now    eat     wheat     bread.       The    decline    in    the 
consumption    of    rye    and    second    quality    beef,    and  the   great 
increase     in     the     consumption     of  potatoes,    should    rather    be 
considered  as  evidence  of  the  growing  poverty  of  the  people  than 
otherwise.    But  there  is  another  consideration  which  largely  vitiates 
the  conclusions  drawn  by  "  Politicus."    This  is  the  fact,  well  known 
to  statisticians  and  economists,  that  the  increase  in  the  figures  of 
German  consumption  from  1879-1906  is  to  a  very  great  extent  to 
be  attributed  less  to  the  actual  increase  per  head  of  the  population 
than  to  the  greatly  improved  method  of  taking  the  statistics.    This 
consideration  shows   the   dubious   character   and   the  comparative 
untrustworthiness  of  statistics  of  consumption  when  carried   over 
a   long    period    of   years,    and   when    they   are    extended    over  all 
Germany    instead    of   being    confined   to  particular    towns.       This 
applies  more  particularly  to  the  statistics  given  in  the  Fortnightly 
Review  article  concerning  the  increase  in  the  price  of  German  cattle 
and   pigs.       Everyone  who,    like   myself,   has   worked   in   German 
statistical    bureaux    knows    that   in    particular     in    the    periodical 
statistics  of  live-stock   great  progress  is  made  in  each  new  census. 
Otherwise  it  would  be  impossible  to  explain  the  contradiction  that 
in  spite  of  the  apparent  great  increase  of  German  live-stock  the 
import  of  cattle  and  meat,  and  particularly  of  pigs,   should  have 
increased.      According   to  the   Fortnightly  Revieiv,    page   34,   the 
cattle  in  Germany   numbered,    in      1900,   18,939,692  ;      in      1904, 
19,331,568;    in   1907,    20,630,544;   while   the  pigs   were,   in   1900, 
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16,807,014  ;    in  1904,    18,920,666  ;  in  1907,  '22,146,532.      On   the 

other  hand,  I  may  point  out  that  on  deducting  the  exports  from 

the  imports  under  these  heads  we  find  that  the  excess  of  imports 
was  as  follows  : 

Vear.  Cattle.  Pigs. 

1900  62,059  65,101 

1904  89,491  40,466 

1906  61,957  104,570 

1907  47,601  34,463 

1908  49,494  88,613 

1909  39,942  121,604 

W'hen  we  take  into  consideraiion  the  foregoing  excess  of  im- 
ports and  the  rapid  increase  in  the  price  of  provisions  already 
mentioned,  it  is  obviiaus  that  the  increase  in  the  numbers  of  Ger- 
man live-stock  given  by  "  Politious  "  can  onJy  be  explained  by 
the  constant  Lmprovement  in  the  method  of  taking  the  census.  As 
a  mattier  of  fact,  this  constant  improvement  in  statistical  methods 
in  Germany  also  tends  seriously  to  vitiate  the  comparisons  made 
with  the  income-tax  returns  of  former  years,  which  are  advanced 
as  an  argument  to  prove  the  increasing  welfare  of  the  German 
masses. 

The  lundenliable  fact  that  in  Germany  a  very  considerable 
quantity  of  horse-flesh  and  dog-flesh  is  consumed  as  ihuman  food 
is,  of  course,  very  disagreeable  to  the  w-riter  of  the  Fortnightly 
Review  article,  as  a.iso  to  our  German  Protection isits.  "  Politi- 
cus,"  however,  goes  a  little  beyond  my  countryman  in  his  attempt 
to  wriggle  out  of  an  uncomfortable  siituation;  ihe  actually  states 
that  the  German  working-iman  eats  horse-  and  dog-flesh  for  the 
simpile  reason  tlhat  he  prefers  them  to  beef  and  pork.  It  is  pos- 
sible, though  I  personally  have  never  heard  of  a  case,  that  humor- 
ous individual  Germans,  in  conversation  with  Tariff  Reform 
trippers,  ma-y  have  stated  that  they  prefer  horse-  and  dog-flesh  to 
pork  and  ibeef,  but  if  they  did  make  this  astounding  statement  it 
will  rhave  been  "  their  fun  "  or  a  case  of  "  sour  grapes."  The 
informant  of  "  Politious  "  must  have  a  very  slight  knowledge  of 
Germany  and  the  German  working-classes  if  this  contention  be 
iT^ally  serious.     As  a  matter  of  fact,  in  Germany  tihe  distaste  and 
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contempt  for  horse-  and  dog-flesh  is  as  great  as  Ln  England  itself. 
The  popular  term  of  "  Pferdewurst  "  ("  horse-sausage  ")  applied 
in  German  towns  to  all  indifferent  sausages  is  sufficient  evidence 
of  tihe  poor  repute  of  horse-flesh  among  our  people.  No;  the 
Gorman  worker  does  not  eat  horse-  and  dog-flesih  through  any 
preference  for  the  very  poor  food  furnished  by  the  worn-out  horse 
and  the  equally  worn-out  draft-dog,  which  form  the  vast  majority 
of  tlhe  supply,  but  simp-ly  because  he  cannot  afford  to  buy  the 
better  beef,  mutton,  and  pork  owing  to  the  high  price  at  which 
they  are  sold  in  Germany  in  consequence  of  its  Protectionist  tanlff. 
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The  Effect  of  Protection  on  the 
Standard  of  Living  in  Germany 

Commenting  upon  the  recent  settlement  of  the  great  lock- 
out in  the  building  trades,  one  of  the  chief  Socialist  papers 
in  Germany,  the  Leipziger  Volksseitung,  made,  in  its  issue 
of  July  5th,  1910,  some  interesting  remarks.  It  admitted 
that  the  workers  had  gained  a  substantial  victory  in  com- 
pelling the  employers  not  only  to  withdraw  the  lock-out, 
but  also  to  grant  an  increase  of  wages  and  a  reduction  in 
the  hours  of  labour,  but  it  added  :  "  Since  1906,  however 
(the  date  of  the  previous  agreement  in  the  building  trades), 
the  new  customs  tariff  has  been  in  operation,  the  indirect 
as  well  as  the  direct  taxes  have  increased,  and  rents  every- 
where have  also  risen.  It  is  practically  out  of  the  question 
that  the  additional  income  which  has  now  been  gained 
should  really  counterbalance  the  great  rise  in  the  cost  of 
living.  We  therefore  arrive  at  the  following  result :  The 
workers  in  the  building  trades  have  scarcely  been  able  to 
secure  an  increase  in  their  earnings  proportionate  to  the 
increase  which  has  taken  place  in  the  cost  of  living  since 
1906 — and  that  in  spite  of  the  great  energy  and  the  great 
spirit  of  self-sacrifice  with  which  the  struggle  was  carried 
on,  and  in  spite  of  the  attained  victory." 

This  is  a  most  remarkable  admission — remarkable  in 
that  it  places  before  the  outside  public,  as  well  as  brings 
home  to   the   German   workers  themselves,   an   aspect  of 
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the  recent  social  and  economic  developments  in  modern 
Germany,  which  to  the  outsider  is,  for  the  most  part,  totally 
unknown,  and  is  even  by  the  workers  not  always  clearly 
understood.  That  aspect  is  the  detrimental  effect  which 
the  "  protective  "  duties  on  the  necessaries  of  life  are  having 
on  the  struggle  of  the  German  workers  for  a  higher 
standard  of  subsistence. 

There  is  no  need  to  revert  to  the  once  fashionable 
theory  of  the  wages  fund  in  order  to  recognise  that  only 
with  the  expansion  of  industry  and  with  the  increased 
productivity  of  labour  can  the  share  of  the  worker  in  the 
social  product  of  labour  increase  and  lead  to  an  improve- 
ment in  his  economic  condition.  But  this  is  far  from 
being  an  automatic  process.  No  employer  of  labour,  be 
his  intentions  the  best  in  the  world,  will  grant  to  his  men 
an  increase  of  wages  unless  he  is  asked  to,  and  certainly, 
as  the  generality  of  employers  go,  the  asking  will  have  to 
be  done  twice  and  three  times,  and  will  have  sometimes  to 
be  reinforced  by  a  strike,  before  they  consent  to  the  men's 
demands.  If  they  consent,  it  generally  means  that  they 
can  afford  it,  and  they  can  only  afford  it  when  production 
is  expanding,  when  the  market  is  brisk,  when  the  prices 
rule  high — in  short,  when  the  economic  development  of 
the  country  is  proceeding  by  leaps  and  bounds.  Hence 
the  progress  of  the  working  class  presupposes  two  things : 
the  growth  of  industry  and  commerce,  on  the  one  hand, 
and  the  growth  of  militant  organisations  of  the  working 
class  on  the  other.  The  former  places  the  employers  in 
a  position  to  yield  to  their  men's  demands  when  called 
upon,  and  the  latter  places  the  men  in  a  position  to  render 
those  demands  effective. 

These  are  all  truisms,  but  it  is  well  to  bear  them  in 
mind  when  surveying  the  progress  made  by  the  working 
class  in  Germany  during  the  last  thirty  years.  Both  con- 
ditions necessary  for  that  progress  have  been  fulfilled  in 


Germany  to  a  remarkable  degree.  Of  the  marvellous 
growth  of  German  industry,  German  commerce,  and  Ger- 
man national  wealth  in  the  course  of  the  last  generation 
it  is  unnecessary  to  say  here  anything  beyond  mentioning 
the  bare  fact  that  in  at  least  two  of  these  respects  Germany 
now  stands  second  to  England,  the  oldest  industrial  and 
commercial  country  of  modern  times.  As  for  the  organisa- 
tion of  the  working  class,  it  is  sufficient  to  mention  that  in 
the  period  between  1891  and  the  end  of  1909  the  number 
of  workers  organised  in  trade  unions  rose  from  277,659  to 
1,832,667— this  in  the  chief  trade  unions,  called  the  "  Free," 
to  which,  however,  must  be  added  614,911  workers 
belonging  to  the  so-called  Christian  and  Hirsch-Duncker 
trade  organisations,  bringing  up  the  total  to  more  than 
2-4  millions.  This  is  a  prodigious  increase,  considering 
that  even  in  England  the  aggregate  membership  of  the 
trade  unions  does  not  exceed  2^^  millions.  That  they 
are  at  the  same  time  more  militant  and  actively  bent  upon 
making  the  best  of  the  opportunities  offered  to  them  by 
the  general  economic  progress  is  seen  from  the  fact  that 
Germany  is  the  richest  country  in  Europe  for  strikes. 
Thus  in  1908,  according  to  German  official  statistics,  the 
number  of  strikes  in  Germany  w^as  1,347,  ^s  compared 
with  1,070  in  France,  721  in  Austria,  and  399  (including 
lock-outs)  in  England.*  In  the  year  1909  the  number  of 
strikes  in  Germany  amounted  to  1,419;  and  w4iereas  (to 
take  the  figures  of  1907)  in  this  country  the  expenditure  on 
trade  disputes  amounted  to  but  ;^I33,363,  or  65  per  cent, 
of  the  total  expenditure  of  100  principal  trade  unions,  in 
Germany  the  same  item  (exclusive  of  lock-outs)  absorbed 
not  less  tiian  ;^76o,ooo,  or  31  per  cent,  of  the  total  expen- 
diture of  the  trade  unions. t     Of  course,  this  frequency  of 

*  "  Reichsarbeitsblatt  "  for  March,    1910. 

t "  Der    6-.  -Jahresbericht    dcs    Inlcrnationalcn    Sekretiirs    der    gewerk- 
schaftlichen  Landeszentralcn. " 


strikes  in  Germany  is  largely  due  to  the  fact  that  the 
German  workers  have  to  make  up  so  much  leeway,  but  it 
also  shows  that  the  German  trade  unions  act  with  vigour, 
and  are  not  by  any  means  disposed  to  leave  the  employers 
in  the  sole  enjoyment  of  the  fruits  of  the  growth  of  national 
prosperity. 

To  give  an  example  of  the  success  which  has  attended 
the  efforts  of  the  German  workers  in  obtaining  improved 
conditions  of  labour,  we  may  refer  to  the  case  of  such  a 
disadvantageously  placed  group  of  industrial  workers  as 
house-painters,  frencli-polishers,  etc.*     Their  numbers,  so 
far  as  ascertained,  exceed  55,000  throughout  the  Empire, 
and  the  disadvantages  of  their  position  arise  from  the  fact 
that  the  trade  still  lags  at  a  backward  industrial  stage, 
being  split  up  among  a  very  large  number  (over  21,000) 
of  small  concerns,  and  is  subject  to  violent  seasonal  and 
other  fluctuations,   which  sometimes,   as  during  the  last 
winter,  render  unemployed  as  many  as  70  per  cent,  of  those 
organised  in  the  trade  union  for  periods  averaging  forty- 
three  days,  and  compel  no  fewer  than  45  per  cent,  of  the 
men  to  change  their  employers  in  the  course  of  one  year. 
It  iS;  therefore,  to  understate  rather  than  to  overstate  their 
general  success  if  we  take  the  case  of  the  workers  in  this 
trade  as  typical  of  that  of  the  general  working-class  popula- 
tion,   which    is    distributed    among    such    important    and 
highly  skilled  as  well  as  organised  branches  of  industry 
as  the  metal,  the  coal,  the  wood-working  trades,  etc.     It 
is  all   the   more   interesting  to  observe  that  the   German 
I  louse-painters'  Trade  Union,  which  embraces  more  than 
60  per  cent,  of  the  total  number  of  persons  engaged  in  the 
trade,  has  succeeded  in  the  course  of  the  twenty-five  years 

*  "  Erhrbungen  des  Vcrbandcs  dor  MaltT  .  .  .  iiber  die  Lohn-uiid 
Arbcitsvcrhaltnisse  im  Malcrgewcrbe,"  Hamburg,  1909;  supplemented  by 
an  article,  "  Ein  Jubilaum  des  Malcrvcrbandcs  "  in  Leifziger  Volkszeitung 
of  December  23,   1900. 
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of  its  existence  in  effecting,   by  dint  of  694  strikes,   the 
following  improvement  in  the  conditions  of  labour  : 


Berlin  

Leipzig 

Frankfort 

Stuttgart 

Cassel 

Crefeld  

Gera  

The  position  of  the  house-painters  is  still  universally 
recognised  as  being  unsatisfactory,  but  the  improvement 
which  has  taken  place  in  it  during  the  last  quarter  of  a 
century  is  obvious.  Moreover,  the  process  is  far  from 
having  ceased.  To  take  but  the  last  three  years,  from 
1906  to  1909,  we  find  that  whereas  in  the  former  year  176 
per  cent,  of  the  workers  received  under  5d.,  63-1  per  cent, 
between  5d.  and  7^2d.,  and  193  per  cent.  7^2d.  and  more 
an  hour,  the  corresponding  percentage  figures  for  1909 
were  92,  66-3,  and  24.5.  On  the  whole,  the  average 
wage,  which  stood  in  1906  between  Sjid.  and  6>^d.  an 
hour,  rose  in  1909  to  between  65<(d.  and  7d.  Similarly, 
with  the  hours  of  labour,  whereas  in  1906  no  fewer  than 
59  per  cent,  of  the  workers  worked  more  than  60  hours  a 
week,  in  1909  it  was  only  2.5  per  cent.  A  decrease  from 
33.8  to  27.8  per  cent,  also  took  place  in  the  number  of 
men  who  worked  just  60  hours  a  week.  As  against  that 
the  number  of  men  who  worked  less  than  60  hours  a  week 
increased  from  60.3  to  69.8  per  cent. 

This  example  suffices  to  show  that  the  German  Trade 
Unions  have  not  existed  and  have  not  increased  in  vain, 
but  have  been  instrumental  in  substantially  raising  the 
wages  and  in  generally  improving  the  conditions  of 
labour.     Had  they  been  the  sole  factor  in  determining  the 
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share  of  the  product  of  national  labour  which,  under  the 
given  conditions  of  industrial  progress,  was  to  be  the 
worker's  own,  the  result  would  have  been  eminently  satis- 
factory. Unfortunately  the  Trade  Unions  have  not  been 
the  sole  factor  in  this  process.  There  has  been  still 
another  whose  action  they  had  to  neutralise,  and  that  is 
Protection. 

We  have  spoken  of  the  "share  in  the  national  product," 
and  we  have  quoted  a  few  figures  showing  the  rise  of 
wages.  Anyone  with  the  least  knowledge  of  the  elements 
of  economics  will  perceive  that  the  two  conceptions  are  not 
really  commensurate,  that  a  rise  in  the  wages  will  but 
seldom  correctly  measure  the  additional  amount  of  the 
share  of  the  national  product  which  corresponds  to  it. 
Wages  are  expressed  in  money,  but  the  national  product 
of  labour  consists  of  articles  intended  for  consumption ; 
and  if  these  articles  should  rise  in  price,  an  addition  to  the 
wages  of  a  corresponding  amount  will  not  mean  any  in- 
crease in  the  share  of  national  product,  but  will  leave 
things  exactly  as  they  were  before.  It  is  not,  therefore, 
sufficient,  for  the  purpose  of  measuring  the  advance  of  the 
working  class,  to  note  the  increase  in  the  monetary  value 
of  wages.  It  is  also  necessary  to  ascertain  their  real  value 
by  comparing  their  movement  with  that  in  the  prices  of 
those  articles  for  the  purchase  of  which  they  arc  intended. 
Should  the  prices  of  those  articles  have  remained 
stationary,  the  increase  of  wages  would  also  mean  a  real 
increase  in  the  share  of  the  national  product.  Should 
those  prices  have  moved  in  the  same  direction  as  the  wages 
and  to  the  same  extent,  the  increase  of  wages  would  leave 
the  worker  no  better  off  than  he  was  before.  And  should 
the  prices  have  increased  to  a  still  greater  extent  than  the 
wages,  the  position  of  the  worker  would  actually  be  worse 
than  before.  This  is  so  elementary  as  not  to  need  any 
further  elucidation. 


Now,  what  has  been  the  effect  of  Protection  on  the 
prices  of  the  necessaries  of  life  for  which  the  wages  of  the 
German  working  class  have  to  be  exchanged?  It  is  the 
essence  and  justification  of  Protection  that  it  should  raise 
the  prices  of  the  commodities  which  it  undertakes  to  "pro- 
tect," since  otherwise  it  would  be  no  protection.  Accord- 
ingly, we  should  expect  in  advance  that  the  protective 
duties  which  at  present  obtain  in  Germany  must  have 
increased  the  prices  of  the  articles  of  working-class  con- 
sumption ;  and  this  is  borne  out  by  the  facts.  Confining 
ourselves  to  Berlin,  we  find  for  the  chief  breadstuffs  the 
following  movement  of  prices  (in  marks  per  lOO  kilos., 
equal  to  one-tenth  of  metric  ton*)  :  — 

Bye  Rye  Wheat  Wheat 

Rye.    Flour.  Bread.  Wheat.  Flour.  Bread. 

1895        II. qS     16.30  20.63  M-25  20.70  34.51 

1900        14.26     ig.31  23.96  15.18  21.10  41.33 

1905        15-19     i9-"7  24.30  17. 48  22.91  42.67 

1906        16.06     21.00  27.06  17.96  24.13  44.93 

1907        1932     25.35  3"-''^2  20.63  28.21  49.36 

igo8        18.36     23.79  31.78  20.12  28. 00  53.22 

1909        17-65     22.25  30.21  23.39  31.20  54.20 

19U)   (March)    ...     15.69       —  28.65  22.40  —  55-o2 

The  figures  for  the  current  year  have  so  far  exhibited  a 
downward  tendency,  but  their  steady  rise  during  the  pre- 
ceding fifteen  years  is  most  remarkable.  The  considerable 
jump  in  the  prices  of  the  two  years,  1906-7,  is  specially 
noticeable,  showing,  as  it  does,  the  effect  of  the  intro- 
duction in  March  of  1906  of  the  new  customs  tariff  with 
its  increased  rates  of  duties.  Since  1907  the  prices  of 
rye  have  been  falling,  but  not  of  wheat,  and  in  the  first 

*  "  Vorwiirts,"  May  31,  1910  (Wirtschaftlichcr  Woclicnbericht).  The 
figures  are  taken  from  the  official  Berlin  market  quotations.  See  also  Con- 
sular report  on  Frankfort  for  1908,  No.  4325^  Annual  Series,  1909,  p.  19. 
It   may   be   noted   that    i    mark   is  equal   roui^hiy   to    i    shilling. 
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quarter  of  the  present  year*  the  price  of  wheat  stood  at 
Berlin  at  2262  per  100  kilos.,  whereas  in  London  it  was 
16.45,  at  Odessa  16-76,  Chicago  i7-35»  and  in  Liverpool 
ig.13.  As  the  import  duty  on  wheat  amounts  to  5.5  marks 
per  100  kilos.,  the  difference  between  the  Berlin  and  the 
world's  market  price,  which  is  practically  that  of  London, 
shows  the  effect  of  Protection  almost  to  a  penny. 

The  prices  of  meat  have  moved  in  an  exactly  similar 
manner.  To  take  the  Berlin  prices  only,  we  find  that  their 
movement  since  the  middle  of  the  'nineties  of  the  last 
centurv  has  been  as  follows  (in  marks  per  100  kilos. t):  — 


Beef. 

Pork. 

Veal. 

Mutton. 

1896- 

1900     ... 

...     114.07 

98.06 

119.04 

107.02 

1901- 

1905    ... 

...     127.03 

III. 03 

135-09 

126.06 

1906. 

...     147.07 

133-08 

162.07 

157-07 

1907. 

...     146.06 

110.03 

163.04 

149-03 

1908. 

189.00 

116.03 

156.06 

140.07 

Here,  again,  we  observe  a  steady  increase,  particularly 
noticeable  in  1906,  the  year  of  the  introduction  of  the  new 
customs  tariff.  Taking  the  average  price  of  all  meat 
throughout  the  German  Empire,  we  find,  according  to  a 
recent  report  by  the  German  Butchers'  Association,]:  that 
while  in  1907  it  stood  at  127  marks  per  100  kilos.,  and  in 
1908  at  127.05  nxarks,  it  rose  in  1909  to  134.06  marks. 
The  upward  movement  is  still  rapidly  proceeding,  as  will 
be  seen  from  the  following  figures  showing  the  average 
weekly  prices  in  June,  1909,  and  June,  1910,  in  fifty 
Prussian  markets  (in  marks  per  100  kilos.)§':  — 


June,  1909. 

June,  1910. 

June,  1909.  June,  1910 

Beef   ... 

■•-     155     • 

-     159 

Mutton        ...     167     ...     171 

Vei.1   .. 

...     175     . 

-     177 

Bacon          ...     187     ...     187 

Pork   .. 

---     155     • 

1 60 

Horseflesh  ...       74     ...       75 

*    "  Vicrtcljahrsheft   zur   Stritistik  drs   Doiilsrhon   Roichcs,"    1910,    T. 
+    Report  on  Frankfort  for   1907,   No.  4084,  Annual  Scries,  1908,  p.   18; 
Report  on  Frankfort  for  1908,  p.  20. 

X  Quoted  bv  "  Vorwiirts,"  June  5,  1910. 
§  Quoted  by  "  Vorvvarts,"  June  25,   19IQ. 
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It  will  be  seen  that  even  the  poor  man's  meats — pork, 
bacon,  and  horseflesh — are  either  increasing  in  price  or,  at 
best,    remaining  stationary. 

It  is  not  necessary  to  go  though  the  entire  range  of  the 
articles  of  everyday  consumption  in  order  to  establish  the 
fact  that  Protection  has  contributed  enormously  to  the  rise 
of  prices.  The  fact  is  really  so  well  known  and  so  little 
disputed  that  the  figures  quoted  by  us  may  be  taken  rather 
as  an  illustration  than  as  a  proof  of  the  ever-increasing 
cost  of  life  in  Germany.  It  is  quite  true  that  the  growth 
of  meat  prices  is  a  phenomenon  observable  of  late  all  over 
the  world,  not  excluding  England.  But,  as  in  the  case  of 
breadstuff s,  so  in  that  of  meat,  Protection  adds  to  the 
world's  market  price,  whatever  that  may  be,  the  whole 
amount  of  duty.  "  The  steady  increase  of  price  of  meat 
observable  during  recent  years " — so  runs  a  resolution 
adopted  at  the  33rd  annual  congress  of  the  German 
Butchers'  Association,  held  on  June  14th  of  the  present 
year*"  is  due  solely  and  exclusively  to  the  high  duties  on 
cattle,  which  are  only  profitable  to  agriculture."  And  the 
butchers  ought  to  know. 

Now,  is  an  increased  cost  of  the  necessaries  of  life  a 
burden  or  not?  Curiously  enough,  there  are  still  some 
who  doubt  it.  These  are  chiefly  the  Agrarians,  both  in 
Germany  and  elsewhere.  We  can  well  believe  their 
sincerity,  because  to  them  the  growth  of  prices  of  bread 
and  meat  is  really  not  a  burden,  but  a  relief.  Not  so  the 
working  class  and  what  may  be  called  the  petty  bourgeoisie, 
who  together  constitute  the  overwhelming  majority  of  the 
nation.  They  know,  or,  at  least,  they  feel,  that  if  they 
have  to  pay  5  marks  on  every  100  kilos,  of  rye  by  way  of 
duty,  this  makes  (reckoning  86  parts  of  bread  out  of  every 
100   parts   of   corn)    5.80   marks   for   every    100   kilos,    of 

•"Frankfurter  Zeitung,"  June  15,   1910. 
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rye-bread  they  consume;  and  as  each  adult  consumes 
between  i8o  and  200  kilos  a  year,  it  means  an  additional 
burden  for  every  grown-up  person  of  at  least  10  marks, 
or,  taking  an  average  family  of  five  persons,  an  additional 
burden  of  35  marks  per  annum  on  bread  alone.  To 
that  extent  every  adult  worker  has  to  earn  more  if  he 
wishes  to  keep  his  family  in  the  same  state  of  fitness.  And 
that  is  only  bread,  and  rye-bread,  too.  Should  he  wish  to 
retain  in  the  household  wheaten  bread,  he  would  have  to 
earn  not  35,  but  42  marks  more  than  he  did  before  the 
introduction  of  the  duty  on  wheat,  and  more  by  the  same 
amount  than  his  colleague  in  England  need  earn.  And 
where  is  the  meat?  Where  are  the  vegetables?  Where 
is  the  butter  and  other  dairy  produce?  Where  are  the 
industrial  articles  of  consumption,  the  wool,  the  cotton, 
the  leather,  the  building  materials,  and  numerous  others 
which  are  used  for  clothing,  housing,  and  other  requisites 
of  life?  On  all  these  indispensable  things,  with  the  ex- 
ception— who  would  have  thought  it?— of  foreign  decora- 
tions, of  dead  bodies  in  coffins,  and  of  donkeys  ( !),  he  has 
to  pay  an  enhanced  price  owing  to  the  duties,  and  to  that 
extent  he  must  either  forego  them  or  exert  himself  in  order 
to  earn  more.  The  latest  historian  of  the  financial  policy 
of  the  Gorman  Empire*  has  made  an  interesting  calcula- 
tion showing  the  extent  of  the  burden  which  is  imposed  on 
the  German  people  by  the  aggregate  duties  on  consump- 
tion. Taking,  first,  the  duties  on  corn,  it  would  appear 
that  in  1908  the  Imperial  Exchequer  obtained  from  that 
source  the  sum  of  ;^io-6  millions.  But  that,  of  course, 
does  not  exhaust  the  tribute  exacted  from  the  consumer, 
as  the  duty  raises  the  price  not  only  of  the  imported,  but 
also  of  the  home-produced  article.  The  amount  of  rye 
consumed  in  that  year  amounted  to  87  double  hundred- 

*  R.  Wurm,  "  Die  iMnanzgeschichlu  dcs  Dculschcn  Rciches,"  Hamburg, 
1910,  pp.  248-253. 
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weights  (loo  kilos.),  of  which  about  one-quarter  was  con- 
sumed by  the  agricultural  population  without  paying  any 
duty.  The  remainder,  about  65  millions  double  hundred- 
weights, was  consumed  by  the  non-agricultural  popula- 
tion, which  had  to  pay  5  marks  more  on  each  100  kilos, 
owing  to  the  effect  of  duty — a  total  of  ;^i6-3  millions. 
The  same  calculation  shows  that  on  wheat  was  paid, 
during  the  year,  an  additional  ^^'11-2  millions.  Taking 
the  last  two  items  together,  we  find  that  the  people  of 
Germany  paid  for  its  two  chief  breadstuffs  the  sum  of 
;^27-5  millions  to  the  Agrarians  plus,  on  the  imported 
corn,  ;^'io-6  millions  to  the  Exchequer,  a  total  of  £381 
millions.  In  a  similar  way  it  is  found  that  the  extra 
charge  imposed  by  the  duties  on  cattle  and  meat  amounted 
in  1908  to  ^'700,000  for  the  Exchequer  and  ^20- 2  millions 
for  the  Agrarians,  a  total  of  nearly  ;^'2i  millions.  Alto- 
gether, taking  all  articles  of  consumption,  including 
articles  of  so-called  luxury,  like  tobacco,  tea,  cocoa,  coffee, 
etc.,  the  extra  burden  imposed  upon  the  German  people  by 
the  various  duties  and  their  effect  on  the  prices  of  the 
home-produced  articles  amounted,  according  to  our  author, 
in  1908  to  not  less  than  £24- 1  millions  for  the  State  and 
;^63-2  for  the  benefit  of  the  Agrarians,  a  total  of  ;^87-3 
millions,  or  29s.  per  head  of  the  population,  or  £j  5s.  per 
family  of  five.     A  nice  little  burden  that ! 

The  extra  charge  imposed  by  the  industrial  pro- 
tective duties  for  the  benefit  of  the  capitalists  is  more 
difficult  to  estimate,  as  in  this  case  the  amount  of  duty 
does  not  always  find  full  expression  in  the  extra  prices; 
and,  besides,  complete  statistics  of  production  are  not 
available.  In  the  same  year,  190S,  the  industrial  duties 
yielded  to  the  State  something  like  ;^'ii-8  millions  on  a 
total  value  of  imported  goods  amounting  to  ;^79-2  mil- 
lions. That  would  make  an  increase  of  price  of  something 
like  13  per  cent,  on  the  world's  market  value.     In  the  case 
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of  iron  and  textile  goods,  the  figure  is  almost  exact  to  a 
fraction ;  and  as  the  value  of  production  in  those  branches 
is  statistically  known,  it  appears  that  in  those  cases,  sup- 
posing the  duty  to  take  full  effect,  the  extra  charge  on  the 
consumer  amounts  to  ;^2i-5  millions.  But  the  duty  does 
not  always  find  adequate  expression  in  the  prices  of  goods, 
except  in  those  cases  where  internal  competition  is 
eliminated  by  means  of  syndicates.  Herr  Wurm  makes  a 
big  allowance  by  reducing  the  average  ratio  of  the  duty  to 
the  value  of  the  articles  from  13  to  4  per  cent.,  and  arrives 
at  the  very  plausible  conclusion  that  the  increase  of  price  of 
industrial  articles  owing  to  the  protective  duties  amounted 
in  1908  to  close  upon  ;^5o  millions.  This,  added  to  the 
amount  received  from  the  industrial  duties  by  the  Ex- 
chequer, makes  the  sum  of  about  £618  millions,  which, 
being  added  to  the  agrarian  charge  of  £8^-^  rnillions, 
yields  a  total  annual  burden,  imposed  upon  the  population 
of  Germany  by  Protection,  of  nearly  £iSo  millions,  or 
47s.  per  head  of  the  population,  or  £11  15s.  per  family  of 
five. 

Of  course,  this  estimate  is  only  approximate.  No  man 
can  estimate  in  anything  like  an  exact  fashion  the  tribute 
which  is  extracted  by  the  German  landlords  and  large 
capitalists  year  by  year  from  the  pockets  of  the  masses  of 
the  people  by  means  of  that  shrewd  contrivance  called 
Protection.  But  even  that  approximate  calculation  is  use- 
ful as  showing  that  this  tribute  must  be  enormous.  Two 
recent  inquiries,*  carried  on  independently  of  each  other 
by  the  Imperial  Statistical  Office  and  the  German  Metal 
Workers'  Union — the  one  into  the  condition  of  852 
families  of  the  working  class  and  petty  officials  and 
teachers  in  32  large  towns,  and  the  other  into  the  earnings 

*  "  ErhcbunjT  von  Wirtschaftsrechnungen  mindcrbcmittelter  Familien 
ini  F>nitsrhfn  Rnichc  Bearbeitet  im  Kaiserlichen  Statistischcn  Anitc," 
Berlin,  1909;  "320  Haushaltungcn  von  Metalarbcitcrn,"  Stuttgart,  1909. 
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of  320  families  of  metal  workers  in  42  towns — have  shown 
that  the  annual  average  earnings  of  a  working-class  family 
barely  amounts  to  ;^92.  Imagine  such  a  family  paying 
away  in  extra  prices  on  its  necessaries  of  life  something 
like  £11  a.  year  ! 

How,  then,  is  such  a  situation  to  be  met?  Obviously 
the  main  concern  of  the  worker  must  be  to  increase  his 
income.  He  must  henceforth  fight  not,  as  heretofore,  for 
an  improvement  in  his  condition,  but  against  its  deteriora- 
tion in  consequence  of  the  discrepancy  which  has  now  set 
in  between  the  monetary  and  the  real  value  of  his  wages. 
He  has  to  do  over  again  the  fight  which  he  has  carried 
through,  may  be,  ten  years  previously,  in  order  merely  to 
bring  up  his  wages  to  the  new  level  of  prices.  That  this 
is  no  easy  matter  is  obvious,  and  it  helps  to  explain  why 
the  number  of  strikes  in  Germany  suddenly  jumped  up  from 
2,403  in  1905  to  3,328  in  the  following  year,  affecting  5,068 
industrial  concerns,  as  against  3,655  in  1905.*  In  the 
year  1906  increased  protective  duties  were  introduced  on 
all  necessaries  of  life,  and  the  workers  had  to  fight  for 
their  bare  life.  It  was  "a  year  of  struggles,"  as  it  was 
called,  and  even  the  State  and  municipal  employes  took 
part  in  those  struggles,  demanding  increases  of  salary  and 
additional  grants.  The  Prussian  railway  administration 
alone  was  compelled  to  distribute  something  like  ;^5o,ooo 
to  enable  its  employes  to  withstand  the  first  shock  of 
reinforced  Protection. f 

Did  the  results  of  those  struggles  prove  adequate  to 
meet  the  needs  of  the  new  situation  ?  Have  the  German 
workers  in  their  subsequent  agitation  and  action  succeeded 
in  gaining  back,  or  even  perhaps  improving,  the  position 
from  which  they  had  been  hurled  down  by  the  imposition 

*  Report   on   Frankfort  for   1908,   p.   72. 

+  Report  on  Frankfort  for   1906,  No.  3,847,  Annual  Scries,   1907,  p.   15. 
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of  a  new  burden  in  1906?  It  has  been  estimated*  that 
between  1896  and  1906  general  wages  increased  in  Ger- 
many by  some  37  to  38  per  cent.  On  the  Prussian  State 
Railways,  as  officially  stated,  the  increase  between  1895 
and  1907  amounted  to  33-6  per  cent.,  and  a  return  of 
workmen  employed  by  the  municipalities,  which  was 
issued  in  1908,  shows  that  between  1902  and  1907  they  had 
their  wages  increased  by  33  to  38  per  cent.  At  the  same 
time,  however,  the  representative  of  the  Government  in  the 
Reichstag  was  himself  constrained  to  acknowledge  that 
the  prices  of  foodstuffs  alone  had  increased  within  the  last- 
mentioned  period  by  22  to  25  per  cent.f  To  this  must  be 
added  clothing,  rent,  fuel,  light,  etc.,  all  of  which  have 
enormously  increased  in  price  in  the  course  of  the  last 
few  years.  We  are  told+  that  even  the  cheapest  quality  of 
wool  has  risen  in  price  by  more  than  48  per  cent,  in  the 
last  ten  years;  that  "the  retail  price  of  cotton  goods  has 
been  raised  by  25  to  40  per  cent,  within  a  recent  short 
period";  that  "the  increase  of  rents  of  small  apartments 
in  Munich  for  the  last  few  years  has  averaged  between 
10  and  20  per  cent.";  and  that  the  prices  of  coal,  petro- 
leum, candles  have  all  risen  considerably.  At  the  same 
time,  while  the  prices  continue  to  grow,  we  find§  that 
whereas  in  1906  the  number  of  unsuccessful  strikes  formed 
only  36  per  cent,  of  the  whole,  the  percentage  of  failures 
rose  to  42-5  in  1907  and  522  in  1908,  thus  showing  that 
the  recovery  of  the  ground  which  is  being  lost  with  every 

*  Rcp>ort   on    Frankfort    for    1908,    pp.    25-26. 

tThc  author  of  this  .stalcinrnt,  though  not  mentioned  by  name  in  the 
Consular  Report,  was  Rhcinbabcn,  and  it  is  worth  noting  that  the  statement 
was  ridiculed  by  the  Social-Ucmocrats.  Rheinbaben,  of  course,  was  persona 
gratissima  with  the  Agrarians,  and  though  recently  dismissed  by  Herr  von 
licthmann    Hollweg,    may   yet   take  his   revenge. 

+  Report   on    Frankfort   for    1908,  pp.    2b   and  following. 
8    "Jid  p.  73. 
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additional  increase  of  prices  becomes  more  difficult  every 
year. 

It  would,  of  course,  be  exceedingly  interesting  to  com- 
pare the  two  parallel  movements  of  prices  and  wages  in 
order  to  see  which  of  the  two  is  proceeding  more  rapidly. 
Unfortunately  very  few  attempts  have  been  made  in  this 
direction,  and  those  few  have  proved  highly  unscientific. 
The  best  known  of  these  attempts — one  which  has  also 
been  made  some  use  of  in  this  country  by  the  Tariff 
Reform  press — is  the  one  which  has  recently  been  made 
by  the  Corrcspondenablatt,  the  organ  of  the  General  Com- 
mittee of  German  Trade  Unions,  in  its  polemic  with  Herr 
Kautsky,  the  theoretical  leader  of  the  German  Social- 
Democrats,  on  just  the  subject  with  which  we  ourselves 
are  now  dealing.  Herr  Kautsky*  having  (without  in  the 
least  disparaging  the  enormous  services  rendered  by  the 
Trade  Unions)  expressed  his  opinion  that  in  future,  owing 
to  the  constant  rise  of  the  cost  of  living,  the  Trade  Unions 
were  not  likely  to  be  able  to  achieve  the  same  successes  as 
they  had  done  in  the  past,  the  Corrcspondenzhlatt  set  out, 
in  a  long  series  of  articles,  to  prove  the  contrary,  using 
for  the  purpose  of  its  argument  wage  statistics  supplied  to 
it  by  various  Trade  Unions  for  a  large  number  of  years, 
as  well  as  special  statistics  collated  for  it  by  Herr  Calwer, 
a  well-known  statistician,  formerly  himself  a  Social- 
Democrat,  on  the  movement  of  prices  of  some  of  the  most 
important  articles  of  everyday  consumption. f  With  the 
statistics  relating  to  the  movement  of  wages  in  various 
trades  (similar  to  those  quoted  by  us  at  the  beginning 
respecting  the  House  Painters'  Union)  there  is  no  reason 
to  quarrel.     It  is  the  figures  supplied  by  Herr  Calwert 

*"  Der  Wcg  zur  Macht,"  Berlin,   1009,  p.  74  and  following, 
t  The  articles  have  now  been  issued  in  a  booklet  form  ;  "  Sisyphiisarbeit 
oder  positive  Erfolge?  "  Berlin,  igio. 
J  "  Sisyphusarbcif,"  pp    21-25. 
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which  are  open  to  serious  objection.  They  have  been 
taken  from  the  official  returns  of  the  Imperial  Statistical 
Office,  and  relate  to  17  commodities,  which,  in  the  opinion 
of  the  author,  constitute  at  least  67  per  cent,  of  those 
which  enter  the  working-class  household.  They  have 
been  "weighted"  by  him  in  the  proportion  in  which  they 
enter  consumption,  and  the  aggregate  movement  of  their 
prices,  expressed  in  index  numbers,  has  been  drawn  up  in 
the  following  fashion  :  — 


1895  ...  . 

100.00 

1902 

III. 86 

1896  ... 

99-74 

1903   ...   . 

...  III. 89 

1897  ...  . 

...  106.46 

1904   ...   . 

"S-92 

1898  ... 

I1I-77 

1905   ...   . 

122.65 

1899  ...  . 

108.15 

1906 

122.59 

1900 

115-49 

1907   ...   . 

129.61 

1 90 1 

"4-34 

1 90S 

127.46 

It  thus  appears  that  in  the  period  of  1895- 1908  the 
prices  of  17  of  the  most  important  articles  of  consumption 
only  increased  by  274  per  cent.,  and  that  the  highest 
increase  since  1895  took  place  in  the  year  1907,  when  it 
amounted  to  29-6  per  cent.  It  was  not  difficult  to  show, 
in  face  of  these  small  figures,  that  wages  have  increased 
in  the  same  period,  at  least,  to  the  same  extent. 

Even  if  this  were  true,  the  consolation  for  the  working 
class  would  have  been  too  small,  for  it  would  have  meant 
that  its  efforts  of  the  last  few  years  were  practically  ab- 
sorbed by  the  struggle  in  keeping  pace  with  the  increased 
cost  of  living,  and  by  no  means  directed  towards  the 
further  improvement  of  its  condition,  to  which  it  was 
entitled  by  the  general  increase  of  industry  and  trade. 
The  statistics,  however,  are,  in  addition,  greatly  mis- 
leading, and  that  for  two  capital  reasons.  The  first,  and 
minor  one,  is  that  these  are  wholesale,  and  not  retail, 
prices.  It  is  a  general  error  to  suppose  that  retail  prices 
follow  the  wholesale  in  anything  like  a  parallel  movement, 
keeping  approximate  pace  with  them  in  either  direction. 


19 

There  can  be  no  doubt  that  the  retail  prices  follow  the 
wholesale  in  the  upward  direction,  but  it  is  equally  certain 
that  they  do  not  follow  them  in  the  downward  direction. 
Every  upward  movement  in  wholesale  prices  is  certain  to 
be  more  than  carried  out  in  retail  prices ;  but  when  it 
comes  to  falling,  the  fall  in  the  wholesale  prices  will  have 
to  be  considerable,  indeed,  before  the  retail  prices  budge 
an  inch.  This  can  be  easily  seen  from  an  analysis  of  the 
figures  for  corn  and  bread,  quoted  by  us  on  p.  9,*  and 
it  constitutes  just  the  universal  complaint  at  the  present 
moment  in  Germany.  "The  unhealthy  discrepancy  be- 
tween the  flour  and  bread  prices,"  writes  a  correspondent 
in  the  Frankfurter  Zeilung  of  July  7th,  of  the  present 
year,  "which  has  commenced  since  the  drop  of  the  prices 
of  corn,  still  continues  unabated.  The  last  months  have 
brought  us  rather  a  further  increase  in  the  tension,  and 
so  it  happens  that  though  the  corn  prices  are  this  year 
much  lower  than  last  year,  the  retail  prices  of  bread  show 
no,  or  very  little,  abatement."  The  correspondent  there- 
upon quotes  figures,  showing  that  whereas  the  prices  of 
corn  have  dropped  in  May  of  the  present  year,  as  com- 
pared with  May  of  last  year,  in  Berlin  by  20  and  in  50 
German  towns  by  19  per  cent.,  and  the  prices  of  rye-flour 
have  fallen  within  the  same  period  in  Berlin  by  24  and  in 


*Tht  Di^erence  in  pricts  between 
Rye  Bread         Wheaten  Bread 

189s 
1900 
1905 
1906 
1907 
1 90S 
1909 
1910  (March) 

It   will   be   seen    that   the   bread  prices  increase   much   quicker  than  the 
corn  prices. 


and  Rye. 

and  Wheat. 

8.65 

20.26 

9.70 

26.15 

9. II 

25.19 

11.00 

26.97 

11.50 

..         28.73 

13-13 

32.10 

12.56 

30.80 

12.99 

32.62 
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50  German  towns  by  15  per  cent.,  the  price  of  i  kilo- 
gramme of  rye-bread  has  only  been  lowered  in  50  German 
towns  from  32  to  31  pfennigs — that  is,  by  less  than  3  per 
cent.  In  fact,  less  than  one-half  of  these  towns  exhibit  a 
fall  of  bread  prices,  while  in  the  others  they  have  either 
remained  the  same  or  even  increased.  To  the  latter  cate- 
gory belong  such  places  as  Diisseldorf,  Koblenz,  Essen, 
Crefeld,  and  others. 

It  is,  then,  clear  that  Herr  Calwer's  figures  do  not  by 
any  means  exhibit  the  full  extent  of  the  rise  which  the 
prices  have  undergone  in  the  course  of  the  period  under 
review.  It  must  be  considerably  higher  than  27  per  cent., 
and  to  that  extent  exceeded  the  advance  made  by  the  rise 
of  wages. 

There  is,  however,  yet  another,  and  far  more  important, 
fallacy  which  vitiates  Herr  Calwer's  statistics,  and  this  is 
the  character  of  the  articles  which  he  has  chosen  for  his 
table  as  well  as  his  manner  of  weighting  them.  Would 
it  be  believed  that  alongside  of  the  wholesale  prices  of  rye, 
wheat,  potatoes,  rice,  beef,  veal,  coffee,  sugar,  etc.,  he  also 
introduced  in  his  table  the  wholesale  prices  for  pig  iron, 
coal,  cotton,  jute,  and  silk,  all  of  which  are  certainly 
articles  of  industrial  consumption,  entering  in  an  indirect 
way  into  the  working-class  households,  but  are  by  no 
means  articles  of  personal  consumption  ?  Not  content 
with  that,  he  weights  these  articles  in  a  most  curious 
fashion,  endowing,  for  instance,  pig  iron  with  a  consump- 
tion value  of  584 — actually  more  than  wheat  or  even  rye, 
which  participate  in  consumption  with  but  respectively 
3  29  and  5-24  per  cent. — and  coal  with  a  gigantic  value  of 
64-84  per  cent.  What  this  means  can  easily  be  under- 
stood from  the  following  simple  calculation  :*  In  1907 
tlu'  ])('r  head  consumption  of  wheat  in  the  German  Empire 

*  Kaulsky,    "  Neuc  Zcit,"  September  3,,    1909,  pp.   828-830, 
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was   94    kilos.,    and   of   coal    2,065    kilos.      Supposing   a 
working-class  family  of  five  persons,  we  may  readily  grant 
that  it  consumed  in  the  course  of  the  year  470  kilos,  of 
wheat.     But  can   anyone   imagine  that  it  also  consumed 
over  10,000  kilos.,  equal  to  10  metric  tons,  of  coal?     Yet 
this   is  what  follows  from   Hcrr  Calwer's  statistics,   who 
lumped  together  the  personal  and  industrial  consumption 
of  coal,  and  introduced  the  entire  quantity  into  the  work- 
ing-class household.     The  result  of  such  a  method  of  cal- 
culation   is   the    more   fallacious,    as   the  last   increase  of 
duties  in  1906  mainly  affected  foodstuffs,  leaving  a  good 
deal  of  the  raw  material  for  industrial  production  either 
free  (coal,  iron  ore,  and  cotton)  or  with  the  same  duty.     In 
consequence  of  this  the  rise  of  prices  has  chiefly  taken 
place  in  the  articles  of  personal  consumption,  and,  in  add- 
ing to  them  the  raw  material  for  production,  Herr  Calwer 
has  artificially  concealed  its  effect.     His  protagonist,  Herr 
Kautsky,  has  taken  the  trouble  to  separate  the  two  kinds 
of  commodities,  and  has  found  that  whereas,  according  to 
Calwer's  tables,  the  increase  of  prices  between   1903  and 
1905  of  the  17  articles  mentioned  by  him  only  amounted  to 
9-6  per  cent.,  the  increase  of  prices  for  foodstuffs  was  in 
reality  as  follows  :  wheat  85  per  cent.,  rye  14-8,  potatoes 
389,  pork  287,  and  beef  7.5  per  cent.     On  the  other  hand, 
the  movement  of  the  prices  on  industrial  raw  material  has 
shown  an  increase  of  03  per  cent,  in  the  case  of  coal,  no 
change  in  the  case  of  pig  iron,  and  a  reduction  of  7  and  5 
per  cent,  respectively  in  the  case  of  cotton  and  silk.     No 
wonder  that  the  average  prices  of  the  two  kinds  of  com- 
modities combined  only  showed  an  increase  of  9  per  cent.  ! 
We   have   dwelt  on    Herr   Calwer's  statistics   at  such 
length  because  they   have  greatly  delighted  the  German 
Agrarians  as  well  as  our  own  Tariff  Reformers,  to  whom 
they  have  supplied  a  "  scientific  "  proof  of  their  contention, 
that  Protection  has  brought  no  evil  to  the  German  work- 


71 

ing  class.*     As  a  matter  of  fact,  these  statistics  are  utterly 
worthless,  and  cannot  be  used  either  one  way  or  another. 

This  unfortunate  attempt  has  been  the  only  one  made 
to  show  by  means  of  parallel  tables  whether  the  movement 
of  wages  has  succeeded  in  overtaking  that  of  the  high 
prices  caused  by  the  new  protective  duties. f     On  another 
occasion,:!:  however,  the  Correspondenoblatt  itself  acknow- 
ledged that  "the  German  working  class  certainly  owes  no 
advantage  to  the  protective  duties,"  and  makes  great  fun 
of  the  Tariff  Reform  tourists,  who  pretend  to  find  so  much 
prosperity  among  the  German  proletariat.     There  is  every 
reason  to  think,  as  our  own  Consul  at  Frankfort  remarks,  § 
that  "the  increase  of  wages  which  has  taken  place  within 
recent  years  in  consequence  of  the  increased  cost  of  living 
cannot  have  placed  the  workman  in  a  better  position  if  the 
margin  is  considered  which  he  is  likely  to  keep  over  at  the 
end  of  the  year  after  the  necessaries  of  life  have  been  paid 
for."     This   is    the   opinion   of   the    industrial    inspectors 
themselves,  who  in  their  reports  emphasise  the  fact  that 
"the  considerable  rise  of  wages  during  the  last  three  years 
has  offered  a  barely  sufficient  compensation  for  the  simul- 
taneous rise  of   prices  of  all   necessaries  of  life."||     The 

*  See,  for  instance,  article  "Wages  and  Prices  in  Germany,"  in  the 
"Times"  of  May  5,  1910,  where  the  author  complacently  remarks: 
"  Calwer's  index  number  may  fairly  be  regarded  as  trustworthy  a  figure 
as  we  are  likely  to  get." 

\  An  interesting  table  is  quoted  by  Herr  G.  Golhein  in  his  pamphlet  : 
"  Dcr  von  der  staatlichen  \Virtsrhafts[X)litik  in  Deutschland  erzieltc  Effekt 
auf  industriclle  u.  landwirtschaflslichc  Entwickelung."  Berlin,  1909,  pp. 
42-43.  It  bears  out  in  the  main  our  contention,  but  it  suffers  from  the  fact 
that  it  compares  the  earnings  of  workmen  in  Silesia  with  food  prices  in  other 
parts  of  Germany — Berlin,  Brcslau  and  Magdeburg. 

X  In  the  issue  of  May  7,  1910,  article  :  "  Die  Lcbensverhiiltnisse  des 
deutschen   Arbeiters   in   englisher   Beleuchtung." 

^  Report  for  1908,  p.  29. 

II  Gothein,  I.e.,  p.  44.  Cf.  Report  on  Frankfort  for  1907,  p.  22  :  "  Under 
the  present  circumstances  the  increase  in  wages  in  no  way  betters  the 
workman's  position,  because  it  is  swallowed  up  by  the  increased  cost  of 
living."    Also  Report  on  Frankfort  for   1906,   pp.  9-10. 
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Socialist  press,  as  we  have  seen  at  the  beginning^,  holds  a 
similar  view. 

It  can,  then,  easily  be  imagined  what  a  detrimental 
effect  Protection  must  have  had  in  the  past,  and  is  still 
having  at  present,  on  the  material  condition  of  the  German 
worker.  Sharing  as  he  does  in  the  general  struggle  for 
life,  which  is  the  lot  of  the  working  class  all  over  the 
world,  he  is,  in  addition,  handicapped  in  his  struggle  for 
improvement  by  the  artificially  enhanced  prices  of  most 
of  the  articles  of  his  consumption.  No  sooner  does  he, 
by  dint  of  great  exertions,  succeed  in  raising  his  standard 
of  life  than  he  is  dragged  down  by  a  further  enhancement 
of  prices,  and  is  obliged  to  do  the  same  battle  over  again.* 
It  is  simply  impossible  that  the  success  of  his  exertions 
should  always  keep  pace  with  his  ever-increasing  needs, 
and  it  must  frequently  happen,  as  with  a  swimmer  against 
the  current,  that  after  a  hard  struggle  he  finds  himself  still 
behind  the  point  where  he  was  when  he  entered  upon  it. 
The  things  he  then  lacks  have  to  be  supplemented  from 
other  sources,  or  else  he  has  to  forego  them  as  no  longer 
attainable.  Among  those  additional  sources  of  income, 
the  labour  of  the  other  members  of  the  family — above  all 
of  the  wife — occupies  the  first  place.  It  was  one  of  the 
sensational  revelations  of  the  last  census  in  Germany  that 
female  labour,  which  in  1882  attracted  but  18  46  per  cent, 
of  the  female  population  of  the  Empire,  and  in  1895  only 
1997  per  cent.,  was  found  in  1907  to  absorb  the  energies 
of  no  fewer  than  2637  per  cent,  of  the  total  female  popula- 
tion.t  Another  source  of  income  is  the  sub-letting  of 
rooms,  which  has  become  almost  a  normal  phenomenon  in 

*  It  is  a  remarkable  fact  that  immediately  on  the  introduction  of  the 
new  tariff  in  1906  the  withdrawals  from  the  Berlin  saving  banks  began 
to  increase,  exceeding  the  deposits  by  1,250,000  marks  in  September  of 
that  year  alone.  See  Janssen,  "  Liberale  Bauernpolitik,"  Berlin,  1910, 
p.  90. 

t   Report  on  Frankfort  for  1908,  p.  77. 
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all  the  large  towns.  Both  means  of  increasing  the  income 
of  the  family  tell  heavily  on  the  standard  of  comfort  and 
health  of  the  workers ;  but  even  these  means  are  often 
found  inadequate  to  meet  the  pressure  of  life.  An  inquiry 
recently  made  by  the  Statistical  Bureau  of  IMunich — we 
are  told  by  our  Consul  at  Frankfort*. — "has  revealed  the 
fact  that  the  average  of  the  skilled  organised  workmen 
there  earn  an  annual  average  wage  of  1,291  marks  50 
pfennigs;  out  of  30  households  examined  it  was  found 
that  in  18  the  wife  was  compelled  to  earn  an  additional 
wage  to  contribute  towards  the  necessary  expenditure. 
Subsidiary  incomes  are  supplied  by  the  sub-letting  of 
rooms  and  by  the  insurance  against  sickness,  etc.  .  .  An 
expert,  charged  by  the  city  of  Munich  with  the  analysis 
of  the  collected  material,  has  published  it  as  his  conclusion 
that  a  family  with  three,  or  at  the  utmost  with  four, 
children  can  only  just  manage  to  live  healthily  and  re- 
spectably from  the  wage  of  a  skilled  worker  by  exercising 
the  greatest  economy  and  thrift;  every  prolonged  illness 
or  any  other  unemployment  .  .  .  must  upset  his  nicely 
balanced  family  budget.  .  .  .  The  opinion,  moreover, 
emphatically  states  that  the  households  examined,  being 
those  of  skilled  and  organised  workers,  ranked  rather 
above  the  average,  and  that  the  picture  presented  would 
become  much  more  hopeless  if  a  similar  inquiry  could 
have  been  extended  to  the  unskilled  and  unorganised 
classes."! 

No  doubt  a  good  deal  of  this  picture  of  working-class 
poverty  is  not  confined  to  Germany,  but  it  would  be  idle 
to  deny  that  the  enhanced  prices  of  the  necessaries  of  life 

*   L.c,  p.  30. 

+  The  wife  of  a  Charlottcnbuig  smith  concludes  her  report  to  the  Metal 
Workers'  Union  with  the  following  words  :  "  And  thus  one  has  to  stoop, 
to  wriggle,  to  economise,  and  to  pinch  oneself  in  every  direction,  only  to 
be  able  to  drag  on  a  bare  existence." — "  320  Haushallungsrcchnungcn," 
p.  90. 
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have  substantially  contributed  to  it.  In  fact,  it  is  only  by 
"exercising  the  greatest  economy  and  thrift,"  that  is,  by 
cutting  down  their  expenditure  and  consumption — in  other 
words,  by  lowering  their  standard  of  life—that  a  great 
number  of  German  working-class  families  are  able,  in  face 
of  the  effects  of  protective  duties,  to  keep  their  heads  above 
water.  The  consumption  of  bread  is  constantly  falling,  as 
shown  by  the  following  table: — * 

Per  head  of  the  Population, 
{in  kilos). 


1893-8 
1905-6 
1906-7 
1907-8 
1908-9 


Rye. 

148.8 

149.0 

143-5 
142.4 

141-3 


Wheat. 
91.2 
92.8 
87.9 
84.4 
77-5 


The  drop  from  the  average  of  the  five  years  ending 
1898  has  been  enormous,  and  it  will  not  escape  the  atten- 
tion of  the  reader  that  it  was  in  1906,  just  when  the  new 
tariff  came  into  force,  that  the  downward  movement  began. 
The  responsibility  of  the  protective  duties  for  the  decrease 
of  consumption  of  bread  is  thus  patent.  As  against  that 
the  consumption  of  meat  exhibits  a  tendency  to  rise.  It 
amounted  in  1906  to  50  kilos,  per  head,  in  1907  to  52-4 
kilos.,  and  in  1908  to  53  kilos. f  There  is,  however,  good 
ground  for  believing  that  the  figures  are  largely  mis- 
leading. In  the  first  place,  it  is  worth  while  pointing 
out  that  the  consumption  of  meat  in  1904  stood  at  52-57 
kilos.,  so  that  the  progress  since  the  time  before  the  intro- 
duction of  the  last  tariff  has  not  been  very  great. 
Secondly,  a  comparison  with  the  figures  quoted  by  our 
Consul    in    Frankfort,  +     showing   a   consumption    of   the 

*  Wurm,   I.e.,  p.   247.     "  Vierteljahrsheften  ^ur  Statistik  dcr  Deutschen 
Reiches,"   1910,   I. 

t   Wurm,  I.e.,  p.  264.     Janssen,  "  I.iberalc  Bauernpolitik,"  p.   92. 

I    Report  on   Frankfort  for   190S,  p.  24. 
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four  chief  kinds  of  meat  (beef,  veal,  mutton,  and  pork), 
amounting  in  the  aggregate  to  but  44- 18  kilos,  in  1908, 
with  correspondingly  lower  figures  for  the  preceding  years, 
leads  one  to  think  that  the  larger  official  figures  must 
include  also  other  kinds  of  meat,  such  as  fowl  and  game, 
which  are  certainly  not  working-class  food,  or  the  inferior 
meat  of  horses,  which  would  vitiate  the  economic  meaning 
of  the  alleged  rise  of  consumption.  Lastly,  it  is  highly 
problematic  if  the  increase  of  meat  consumption  could  be 
placed  to  the  credit  of  the  working  class  at  all,  seeing  that 
the  figure  of  1908  would  imply  a  meat  consumption  per 
working-class  family  of  something  like  265  kilos.,  whereas 
the  Imperial  Statistical  Office,  in  the  course  of  its  inquiry, 
mentioned  above,  found  among  such  families  an  average 
consumption  of  meat  amounting  per  head  to  but  275  kilos. 
a  year.*  It  is  evident  that  the  increase  of  meat  consump- 
tion, if  such  has  taken  place,  is  due  to  the  larger  consump- 
tion of  the  better  situated  classes. 

It  is  unfortunately  impossible,  for  lack  of  exact  data, 
to  trace  the  movement  of  consumption  of  other  necessaries 
of  life.  It  is,  however,  "characteristic  of  the  times,"  to 
quote  our  excellent  Consul  at  Frankfort, f  "that  one  of 
the  Chambers  of  Commerce  (that  at  Sonnenberg)  should 
report  that  in  1908  a  demand  was  revived  for  cheaper 
classes  of  various  commodities,  the  manufacture  of  which 
had  been  abandoned  for  many  a  year,  owing  to  the 
absence  of  any  demand."  It  is  not  less  characteristic  of 
the  times  that  insurance  companies  should  complain  of 
financial  difficuUies,  "  owing  to  so  many  members  suc- 
cumbing to  invalidity  through  insufficiency  of  nourish- 
ment."*   "In  the  evef-increasing  wear  and  tear  of  modern 

*  Wurm,  I.e.,  p,  2^4. 

t  Report  on   Frankfort  for   1908,  p.  30. 

J  Janssen,  l.c,  p-  91. 
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life,"  also  says  our  Consul  at  Frankfort,*  "the  question 
of  the  people's  nourishment,  and  in  consequence  the 
question  of  the  price  of  food,  gains,  if  possible,  in  im- 
portance. There  is  a  consensus  of  opinion  that  already 
to-day  the  workman  is  no  longer  as  efficient,  certainly  no 
longer  as  physically  efficient,  as  formerly." 

There  is  thus  a  vast  amount  of  both  direct  and  indirect 
evidence  showing  how  difficult  it  has  become  nowadays, 
after  the  introduction  of  the  high  "protective"  tariff  in 
1906,  for  the  German  worker  to  keep  up  his  former 
standard  of  earnings  and  his  former  standard  of 
life.  Both  are  being  heavily  pressed  down  by  the 
artificial  enhancement  of  prices,  due  to  the  rapacity 
of  the  Agrarians  and  Protectionists  in  general,  and 
though  the  German  workman  is  fighting'  gallantly  for  his 
position,  it  is  doubtful  whether  his  efforts  are  being 
crowned  with  success.  After  the  great  progress  made 
during  the  years  1892-1906,  the  period  of  modified  Free 
Trade,  he  has  now  to  struggle  incessantly  for  bare 
life,  with  but  slight  hopes  of  being  able  to  raise  its  level. 
And  to  think  that  all  this  energy  might  have  been  spent 
for  the  attainment  of  a  real  improvement  of  his  position, 
of  a  real  increase  of  the  share  of  the  ever-growing  national 
wealth  !  Small  wonder  that  the  entire  German  working 
class  is  deadly  opposed  to  Protection,  and  incessantly 
demands  the  free  entrance  of  all  commodities. 

*  Report  on  Frankfort  for  1907,  p.  21. 
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Bureau  of  the  City  of  Diisseldorf  (one  of  the  first  of  the  statistical 
offices  of  the  Empire)  and  Chief  of  the  Department  for  providing 
occupation  for  the  unemployed  in  that  municipality,  is  now  regarded 
by  German  statisticians  as  perhaps  the  leading  authority  on  the  whole 
subject  of  unemployment  in  Germany.  He  is  one  of  the  ofticial  repre- 
sentatives of  Germany  at  the  Congress  to  be  held  in  Paris  this  month 
for  the  consideration  of  remedies  against  unemployment. — The  Editor.] 

Unemployment  is  to-day  a  burning  question  in  all 
countries  with  a  highly  developed  trade.  The  remarks 
made  by  the  British  Premier  on  the  subject  in  December, 
1908,  when  he  (in  effect)  characterised  as  a  shame  and  a 
scandal  for  the  British  Legislature  and  the  Administration 
that  it  should  have  constantly  to  deal  with  the  distress 
caused  by  unemployment,  and  never  otherwise  than  by 
haphazard  palliatives,  applies  to  almost  all  the  civilised 
countries  of  the  world.  This  is  manifest  from  the  fact  that 
all  the  leading  nations  are  now  preparing  to  send  repre- 
sentatives to  the  International  Congress  on  the  subject, 
which  is  to  be  held  in  Paris  this  month.  The  complaints 
against  the  distress  are  no  more  general  than  those  as  to 
the  difficulty  of  finding  a  remedy.  As  a  matter  of  fact, 
nothing  of  a  really  effective  character  in  that  direction  has 
yet  been  achieved  in  the  way  of  legislation. 

In  England,  the  Liberal  Government  has  undertaken 
the  solution  of  this  problem  later  than  many  other  States, 


but,  on  the  other  hand,  it  has  laid  down  the  basis  of  a 
large  and  harmonious  programme  covering  the  whole  field. 
It  seeks  to  remedy  the  evils  occasioned  by  unemployment 
among  the  masses  by  direct  and  indirect,  by  repressive  and 
preventive  methods,  all  of  which  are  regarded  from  a 
purely  economic  standpoint.  While,  as  a  foreigner,  I  do 
not  propose  to  criticise  the  project  of  the  British  Govern- 
ment, I  am  very  pleased  to  accept  the  invitation  to  lay 
before  the  British  public  a  connected  statement  of  the 
problem  as  it  exists  in  Germany,  all  the  more  as  I  have 
been  given  to  understand  by  numerous  English  friends 
who  have  visited  me  in  Diisseldorf  that  information  on  the 
subject  would  be  very  welcome  in  England.  The  causes 
and  character  of  unemployment  in  England  and  Germany 
are  very  similar,  but  the  methods  of  dealing  with  them 
show  considerable  differences.  In  Germany,  the  home  of 
Municipal  and  State  Socialism,  the  problem  has  thus  far 
been  left  to  the  municipalities  and  to  private  initiative, 
while  in  England  under  the  new  project  it  is,  in  the  main, 
being  kept  in  the  hands  of  the  State. 

I 

Unemployment  is  a  problem  which  affects  all  classes, 
yet  all  forms  of  unemployment,  however  painful  their 
effects  may  be  for  the  individual,  cannot  be  regarded,  from 
an  economic  standpoint,  as  regrettable  and  calling  for  a 
remedy.  On  the  contrary,  in  the  labour  market,  as  in  all 
others,  a  certain  excess  of  supply  over  demand  must  be 
constantly  present  if  business  is  not  to  stagnate.  A  cer- 
tain number  of  unemployed,  a  reserve  of  labour,  is  an 
absolutely  indispensable  condition  of  economic  progress. 
At  normal  times  this  proportion,  though  naturally  very 
different  in  the  different  branches,  is  on  an  average  about 
I  per  cent,  of  the  capable  workers  in  summer,  and  3  per 
cent,  in  winter.     While  this  proportion  sinks  in  periods 


of  flourishing  trade,  it  increases  in  limes  of  depression  to 
such  a  point  as  to  lead  to  a  condition  of  distress  among 
the  working  classes  that  might  easily  extend  to  the  whole 
community.  As  in  the  fixing  of  rent  a  certain  sum  is 
always  allowed  for  the  risk  of  houses  remaining  empty 
for  a  time,  so  in  the  fixing  of  wages  a  certain  excess  is 
paid  for  probable  unemployment,  as  is  seen  in  the  con- 
siderably higher  wages  paid  to  season  workers,  such  as 
masons,  etc.,  as  compared  to  those  whose  work  continues 
throughout  the  whole  year.  That  the  season  workers,  at 
least  in  Germany,  have  in  most  cases  not  yet  learnt  to  lay 
by  something  for  the  regularly  recurring  unemployment 
from  which  they  suffer  is  one  of  the  evils  that  have  yet 
to  be  dealt  with  by  labour  organisations  in  the  way  of 
social  education.  Thus,  unemployment  only  becomes  a 
problem  that  interests  the  whole  community  when  it  arises 
from  the  causes  with  which  I  shall  deal  later  on,  and 
exceeds  the  normal  proportion  ;  and  when,  consequently, 
it  affects  not  only  those  who  immediately  suffer  therefrom, 
but  the  entire  community. 

It  is  necessary  to  remember  this  in  order  to  keep  within 
due  bounds  certain  excessive  demands  in  the  direction  of 
social  reform.  It  is  impossible  to  deny,  however,  that 
an  abnormal  condition  of  excessive  unemployment  has  pre- 
vailed during  the  last  decade  with  constantly  increasing 
frequency,  particularly  in  highly  developed  industrial 
countries  like  England  and  Germany.  It  is  this  fact  which 
has  led  politicians  of  all  parties  to  take  up  the  question 
of  remedies  for  unemployment. 


II 

Unemployment    due    to    lack    of    work    arising  from 

economic  causes  is  the  one  form  of  unemployment  dealt 

with  here.     That  arising  from  physical  incapacity,  from 


moral  incapacity,  and  from  military  service,  which  with- 
draws capable  workers  from  the  labour  market,  is  ex- 
cluded from  consideration.  The  three  latter  categories  of 
unemployment,  although  not  forming  part  of  the  purely 
economic  problem,  are  yet  of  importance  owing  to  their 
effects  upon  the  German  labour  market.  The  evils  arising 
from  unemployment  through  physical  incapacity  are 
mitigated  through  poor-relief  and  through  the  system 
of  social  insurance  against  illness  and  accident  provided 
by  the  German  Empire.  In  periods  of  economic  depres- 
sion there  is  a  general  tendency  among  semi-invalids  and 
persons  in  chronic  low  health,  who  in  good  times  are 
able  to  earn  a  living,  to  call  upon  these  funds.  Unemploy- 
ment from  moral  causes  includes  those  who  will  not  work 
and  strikers  who  temporarily  refuse  to  work  owing  to 
differences  with  their  employers.  It  may  be  fairly  esti- 
mated on  the  basis  of  statistics  published  by  some  of  the 
Federal  States,  such  as  Bavaria,  that  in  Germany,  in  a 
thoroughly  normal  condition  of  the  labour  market,  there 
is  annually  no  less  than  a  quarter  of  a  million  of  con- 
demnations for  vagabondage,  etc.,  under  paragraphs  361 
and  362  of  the  Criminal  Code.  Considerable  as  is  the  loss 
of  national  property  occasioned  by  this  refusal  to  work,  it 
is  far  exceeded  by  that  occasioned  through  strikes  and  lock- 
outs. Still  greater,  however,  is  the  influence  of  military 
service  on  the  existence  and  extent  of  unemployment.  The 
German  army  is  composed  of  about  120,000  professional 
soldiers — ^oflficers  and  non-commissioned  officers — and 
500,000  privates,  that  is  to  say,  persons  temporarily  with- 
drawn from  their  civil  employments.  Of  the  latter  num- 
ber, over  200,000  come  from  the  working  classes.  Thus 
the  supply  in  the  labour  market  is  constantly  reduced  by 
this  200,000.  If  these  soldiers,  together  with  some 
200,000  other  possible  workers  detained  in  German  prisons, 
were  thrown  on  tlie  labour  market  at  the  date  of  the  census 
in  December,  1895,  the  number  of  the  unemployed  would 


be  very  nearly  double,   rising  from  ^^4   per  cent,  of  the 
entire  working  classes  to  over  6  per  cent. 

Ill 

The  tendency  to  error  in  the  measures  taken  for  dealing 
with  the  problem  of  unemployment  will  be  all  the  less  if 
the  actual  facts  to  be  dealt  with  are  fully  established  by 
trustworthy  statistics.  Consequently,  the  question  of  the 
value  of  unemployment  statistics  in  general,  and  of  those 
taken  up  to  the  present  in  particular,  call  for  special  atten- 
tion, all  the  more  as,  in  spite  of  the  extraordinary  wealth 
of  publications,  there  has  practically  been  thus  far  no 
really  expert  criticism  on  the  subject.  It  is  impossible 
to  exaggerate  the  value  of  the  statistics  of  unemployment, 
which  constitutes  the  first  condition  for  the  development  of 
a  scientific  view  of  the  task  of  preventing,  remedying,  and 
mitigating  that  evil.  A  constant  observation  of  unemploy- 
ment would  be  of  great  assistance  in  an  inquiry  into  the 
influence  of  crises,  states  of  trade,  and  changes  in  the 
economic  condition  of  a  country.  It  would  even  help  to 
form  an  opinion  of  the  effects  of  particular  economic 
measures  upon  the  general  welfare  of  the  worker  and  upon 
the  degree  in  which  the  working  power  of  the  nation  was 
being  employed.  These  statistics  constitute  an  indis- 
pensable basis  for  the  development  of  insurance  against 
unemployment,  which  must  be  based,  like  all  other  forms 
of  insurance,  upon  the  experience  collected  by  statistics, 
and  must  be  subjected,  as  far  as  possible,  to  the  rules  of 
probability. 

Finally,  well-organised  statistics  of  unemployment  are 
equally  indispensable  as  a  basis  for  the  direct  intervention 
of  the  authorities,  in  the  form  of  winter  and  other  relief 
works,  etc.  If  we  lay  down  as  a  principle  that  the  piil)lic 
authorities  are  only  called  upon  to  take  direct  action  when 
exceptional  evils  exist  of  a  kind  that  burden  the  whole 
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Community,  it  necessarily  follows  that  we  must  provide  as 
trustworthy  a  standard  as  possible  to  show  whether  this 
preliminary  condition  is  fulfilled  or  not. 

Unfortunately,  there  are  special  dfficulties  in  meeting 
the  demands  of  statistical  science  in  the  collection  of  un- 
employment statistics.  We  must  take  these  into  considera- 
tion in  order  to  secure  a  basis  from  which  the  reader  will 
be  able  to  judge  for  himself  and  to  utilise  the  existing 
material  and  that  to  be  collected  hereafter,  including  that 
of  unemployment  in  England. 

The  problem  of  limitation  in  unemployment  statistics 
has  never  been  successfully  solved  in  any  census,  notwith- 
standing the  large  number  of  them  that  have  been  taken. 
Even  the  concept  "worker"  is  difficult  to  define.  A  few- 
illustrations  will  suffice  to  show^  the  existing  confusion.  In 
the  census  taken  by  the  Berlin  Trades  Union  in  1900,  the 
largest  private  undertaking  of  this  kind,  the  inquiry  made 
was  simply  for  "persons  out  of  employment."  The  con- 
sequence was  that  a  large  number  of  small  shop-people, 
artisans  working  on  their  own  account,  and  innkeepers 
identified  themselves  with  the  other  unemployed  and  were 
included  in  the  statistics,  thus  increasing  their  numbers  in 
an  unjustifiable  way.  In  like  manner  the  imperial  census 
of  1895  included  all  persons  out  of  employment  "who  did 
not  belong  to  the  groups  of  independent  persons  and  per- 
sons drawing  salaries."  The  numerous  municipal  censuses 
usually  demand  among  their  questions  more  precise  parti- 
culars of  the  former  employment,  but  the  selection  of  the 
persons  to  whom  the  questions  are  presented  is  left  to  the 
decision  of  the  collectors,  who  have  no  special  statistical 
knowledge.  In  the  regular  unemployment  statistics  of 
the  city  of  Cologne,  for  instance,  the  census-collectors  are 
only  shown  the  route  which  they  are  to  take  for  the  collec- 
tion and  for  the  discovery  of  the  workers,  including  shop 
assistants,  etc.,  who  are  involuntarily  out  of  employment. 

But  even  were  all  these  difficulties  overcome,  another 


still  remains,  namely,  the  impossibility  of  excluding  from 
the  total  those  who  are  unemployed  for  other  than 
economic  reasons.  Those  in  prison  and  in  military  service 
are  naturally  excluded  at  once;  but  difficulties  arise  even 
in  dealing  \sith  those  who  are  unemployed  for  physical 
reasons.  It  is  true  that  one  can  ask,  "Why  are  you  un- 
employed ?  "  The  answer  will  often  be,  "  Because  I  am 
incapable  of  working,"  or  "Because  I  am  ill."  But  who  can 
guarantee  the  accuracy  of  these  replies?  Indeed,  how  is 
it  possible  to  be  sure  that  those  who  state  they  are  out  of 
work  (a  statement  made,  perhaps,  on  political  grounds) 
are  really  unemployed?  In  Germany,  the  country  of 
working-class  insurance,  where  every  worker  who  is  in 
employment  must  have  an  insurance  card,  where  every  one 
suffering  from  illness  must  have  a  certificate  from  the 
doctor  of  his  sick  club,  and  where  every  person  incapable 
of  work  draws  an  allowance,  such  a  control  may  be  exer- 
cised, although  with  great  difficulty.  But  what  is  to  be 
done  in  a  country  where  ail  these  arrangements  do  not 
exist?  Finally,  it  is  in  all  countries  quite  impossible  to 
establish  statistically  the  number  of  those  who  are  unem- 
ployed owing  to  their  objection  to  work,  as  here  we  have 
to  deal  with  purely  psychological  considerations.  This 
fact  constitutes  a  natural  defect  of  all  unemployment 
statistics,  impossible  to  remedy,  and  which  is  particularly 
calculated  to  serve  as  a  warning  against  any  over-estimate 
of  the  results  secured.  It  has,  it  is  true,  been  contended 
that  the  proportion  of  those  unemployed  who  really  do  not 
want  to  work  remains  in  the  main  the  same,  as  compared 
to  the  total  of  the  unemployed,  and  therefore  does  not 
influence  a  general  comparison,  which  is  the  principal 
point  in  view.  As  a  matter  of  fact,  however,  this  is  by  no 
means  the  case,  as  the  number  of  those  who  object  to 
work  depends  partly  upon  very  variable  conditions,  which 
have  often  nothing  whatever  to  do  with  the  economic 
situation. 

*P.D.G, 
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Whether  the  demand  of  completeness,  avoidance  of 
double  counting,  and  a  suitable  system  of  comparison  are 
fulfilled  depends  upon  one  point,  namely,  whether  the 
statistics  are  taken  as  part  of  a  general  census  comprising 
the  employed  members  of  the  same  section  of  the  com- 
munity, or  as  a  special  census  of  the  unemployed  alone. 
In  my  opinion,  an  unemployment  census,  when  it  avoids 
all  the  difficulties  that  I  have  indicated,  can  only  show 
comparatively  reliable  results  when  it  includes  a  census  of 
all  the  persons  in  employment  belonging  to  the  same  cate- 
gory. It  is  to-day  accepted  as  a  matter  of  course  in  making 
out  the  statistics  of  population,  that  in  order  to  establish 
the  number  of  the  unmarried,  not  only  that  class,  but  also 
the  married  and  the  widowed,  must  be  counted  for  the 
purposes  of  control.  Thus,  a  census  of  the  unemployed 
alone,  whatever  district  and  whatever  branch  it  may  deal 
with,  lacks  the  sole  method  of  control  that  will  prevent  the 
omission  of  numerous  personsand  thedoublecountingof  others. 

There  is  another,  and  not  less  important,  reason  why 
the  basis  of  an  unemployment  statistic  should  be  a  general 
census,  that  is  to  say,  one  that  includes  every  member  of 
the  population,  or  at  least  that  covers  all  the  persons  of  the 
particular  section  of  the  population  for  which  the  census  is 
taken.  The  object  of  the  census  is  to  establish  whether, 
and  in  how  far,  the  condition  of  the  labour  market  is  in  a 
normal  state.  It  is  impossible  to  form  an  opinion  upon 
that  point  merely  on  the  basis  of  absolute  figures  of  those 
out  of  employment.  This  can  only  be  acquired  when  the 
latter  are  compared  with  the  total  of  the  working  classes, 
and  considered  in  proportion  to  the  latter,  l^^or  the  prac- 
tical task  of  providing  a  remedy  for  unemployment,  as 
well  as  for  forming  a  scientific  judgment  of  the  situation, 
the  point  is  to  estabh'sh  whether  tlie  proportion  between  un- 
employed and  employed  is  normal,  and  in  what  direction 
it  is  moving. 

We  now  come  to  the  question  as  to  what  has  thus  far 
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been  achieved  in  Germany  in  this  department.  As  a  warn- 
ing to  all  those  who  are  too  urgent  in  their  demands  for 
such  censuses,  without  a  clear  idea  of  the  diflficulties  in 
their  way,  the  answer  is  :  a  great  deal  so  far  as  quantity 
is  concerned,  very  little  indeed  from  the  point  of  view  of 
quality.  The  statistics  taken  upon  a  regular  census  basis 
have  thus  far  been  very  few  in  number  in  Germany.  In 
1895  there  was  one  for  the  whole  German  Empire,  a 
general  occupation  (professional  and  business)  census 
being  taken  in  the  summer,  while  the  regular  census  of 
the  whole  population  followed  in  the  winter.  In  both  cases 
the  census  papers  contained  questions  as  to  unemploy- 
ment, its  duration,  and  illness  or  other  causes  of  incapacity 
for  work.  I  have  already  pointed  out,  however,  that  the 
concept  "worker  "  was  on  this  occasion  defectively  defined. 
The  census,  furthermore,  suffered  from  the  fact  that  the 
length  of  the  period  of  unemployment  was  not  clearly 
established.  At  the  same  time  these  two  censuses  have 
very  considerable  importance,  as  the  first  account  of  un- 
employment throughout  Germany  on  two  separate  days. 
Unfortunately,  up  to  the  present,  after  a  lapse  of  fifteen 
years,  they  furnish  the  sole  measure  for  the  extent  and 
character  of  unemployment  in  the  whole  Empire.  The 
different  Federal  States,  with  the  sole  exception  of  the 
small  Hansa  State  of  Bremen,  which  combined  statistics 
of  unemployment  with  its  Occupation  Census  in  1907,  has 
done  nothing  whatever  in  this  direction.  On  the  other  hand, 
numerous  cities  have  tried  in  various  ways,  some  with 
a  certain  regularity  and  others  occasionally,  to  secure  such 
information.  In  the  winter  of  1908-9  about  sixty  German 
municipalities  undertook  such  censuses.  These  may  be 
classified  in  three  groups  according  as  they  were  taken  : 
(i)  by  the  so-called  indirect  method;  (2)  by  the  system 
of  voluntary  notification ;  or  (j,)  tiie  system  of  counting 
from  house  to  house.  The  so-called  indirect  method 
utilises  the  annual  official  particulars  secured  for  the  pur- 
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pose  of  taxation.  The  workers  who,  in  reply  to  the  ques- 
tions put  to  him,  does  not  give  the  name  of  his  employer, 
is  asked  personally  for  further  particulars.  The  advan- 
tages of  this  system,  first  introduced  in  Dresden  in  1902, 
consists  in  those  of  a  general  census  already  mentioned, 
in  the  reliability  of  the  material,  and  finally  in  the  possi- 
bility of  a  completely  regular  repetition  upon  the  same 
basis.  The  disadvantages,  on  the  other  hand,  are  the 
great  length  of  time  that  elapses  between  the  beginning 
and  the  completion  of  the  census,  and  the  difficulty  of 
personally  questioning  each  of  the  unemployed,  many  of 
whom  may  have  removed  or  died,  and,  finally,  in  the  un- 
favourable time  of  the  year,  October  or  November,  which 
fails  to  give  the  maximum  or  any  other  typical  degree  of 
unemployment.  The  two  other  methods  departing  from 
the  census  basis,  and  dealing  solely  with  the  unemployed 
themselves,  are  easier  and  cheaper,  and  constitute  the  great 
majority.  The  following  facts  will  enable  the  reader  to 
form  his  own  opinion  of  their  practical  and  scientific  value. 
The  system  of  voluntary  notification  consisted 
originally  in  providing  in  different  parts  of  the  city  boxes 
for  the  collection  of  forms  which  had  been  previously  dis- 
tributed. In  the  evening  the  boxes  were  emptied,  the 
number  of  forms  filled  up  being  reckoned  as  equivalent  to 
(he  number  of  unemployed.  The  defects  of  this  extra- 
ordinary system,  which  is  still  employed  in  large  cities, 
is  obvious.  Whoever  fails  to  put  a  form  in  the  box, 
whether  because  he  has  received  none  or  because  he  feels 
no  interest  in  the  census,  is  not  counted.  On  the  other 
hand,  persons  not  out  of  employment  who  may  choose  to 
utilise  the  forms  have  every  opportunity  of  doing  so. 
Inirthermore,  tiiere  is  a  complete  absence  of  all  possibility 
of  correcting  false  statements.  The  existence  of  this  pos- 
sibihty  at  least  constitutes  the  advantage  of  the  system 
rercntly  introduced  in  Greater  Rerh'n,  in  which  the  imem- 
ployed  have  to  report  themselves  in  special  census  bureaux, 
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which  are  opened  after  adequate  notice  on  certain  days. 
In  the  latter  system,  however,  the  principal  disadvantage 
still  exists,  namely,  that  there  is  no  obligation  to  give  these 
particulars,  the  participation  in  the  census  depending  ex- 
clusively on  the  interest  in  it  of  the  unemployed,  that  is  to 
say,  to  a  great  extent  upon  the  agitation  that  has  previously 
been  carried  on  among  them.  Thus  the  census  taken  in 
Greater  Berlin  in  November,  1908,  notwithstanding  the 
fact  that  it  was  prepared  with  the  greatest  care,  was  a 
complete  failure,  inasmuch  as  the  Social-Democratic  trade 
unions  carried  on  an  agitation  against  it.  No  more  than 
40,000  reported  themselves,  while  the  census  made  six 
weeks  later  by  the  trade  unions  gave  over  100,000  unem- 
ployed. The  second  official  census  in  January,  1909,  was 
such  a  complete  failure  that  it  was  not  thought  worth  while 
to  work  up  the  results. 

There  is  to-day,  on  the  other  hand,  a  disposition  in 
many  quarters  to  regard  the  system  of  counting  from  house 
to  house  as,  in  the  words  of  the  Imperial  Statistical 
Bureau,  "theoretically  least  subject  to  the  risk  of  error." 
It  cannot  be  denied  that  the  census  taken  from  house  to 
house  is  an  improvement  upon  the  system  of  notification. 
The  Imperial  Statistical  Bureau,  however,  is  perfectly  right 
when  it  points  out  that  this  advantage  over  the  other 
methods  can  only  continue  to  exist  when  those  entrusted 
with  the  task  of  collecting  the  information  meet  all  the 
necessary  requirements  in  the  matter  of  capacity,  energy, 
and,  above  all,  impartiality.  Now  experience  has  shown 
that  the  unemployed  have  only  the  necessary  confidence  in 
census-collectors  when  the  latter  belong  to  their  own  class, 
that  is  to  say,  when  they  are  drawn  from  the  working-class 
organisations.  The  upshot  of  all  this  is  that  in  the  system 
of  notification  everything  depends  upon  the  energy  and 
goodwill  of  the  unemployed  themselves,  and  in  the  house- 
to-house  system  upon  the  energy  and  goodwill  of  the 
census-collectors,  that  is  to  say,  on  the  trade  union  organi- 
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sations.  The  decisive  influence  exercised  by  these  condi- 
tions upon  the  quality  of  the  census,  and  its  result,  is 
shown  clearly  in  the  typical  example  of  Charlottenburg  in 
1905.  Three  censuses  of  the  unemployed  were  organised 
in  that  suburb  of  Berlin  with  the  assistance  of  the  trade 
unions,  and  by  the  distribution  of  question-cards  from 
house  to  house.  The  first  census  of  February  26,  1905, 
showed  841  unemployed;  that  of  July  23,  278;  and  that  of 
November  25,  123  !  Referring  to  this  astonishing  decline 
in  the  number  of  the  unemployed  from  summer  to  autumn, 
the  Charlottenburg  monthly  Statistical  Report  says  :  "The 
very  small  number  of  the  unemployed  shown  by  this  census 
is  doubtless  not  to  be  attributed  exclusively  to  the  favour- 
able economic  situation,  but  to  a  considerable  extent  to  the 
fact  that  the  trade  unions  who  have  undertaken  the  distri- 
bution and  collection  of  the  question-cards  have  this  time 
shown  less  energy  than  formerly,  having  been  to  a  great 
extent  occupied  by  the  municipal  elections  in  November." 
Sapienti  sat!  Every  year  a  somewhat  similar  phenomenon 
is  to  be  observed  at  Cologne,  where  the  full  number  of  the 
female  unemployed  is  never  even  approximately  reported — 
the  working  women  having  for  the  trades  union  census- 
takers  less  interest  than  the  male  unemployed,  who  furnish 
more  satisfactory  objects  for  their  agitation.  Censuses, 
the  success  of  which  depends  upon  such  personal  con- 
siderations, and  the  original  material  of  which  cannot  be 
adequately  checked  by  the  central  officers  on  whose 
authority  the  results  must  be  published,  the  reliability  of 
which  varies  for  reasons  entirely  beyond  the  control  and 
judgment  of  the  census-collectors  themselves,  cannot,  of 
course,  be  regarded  as  trustworthy  records  of  facts. 

Even  if  the  organisations  for  taking  the  census  were  to 
work  in  the  best  possible  way,  there  would  still  remain 
the  serious  defects  of  the  census  itself  for  the  immediate 
and  practical  utihsation  of  the  results.  During  the  autumn 
and  winter  months  the  weather  causes  great  changes  from 
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day  to  day  in  the  number  of  the  unemployed,  so  great 
indeed,  that  the  results  of  an  unemployment  census  is  often 
no  longer  a  true  picture  of  the  situation  by  the  time  that  the 
material  is  counted.  This  leads  to  conscious  or  uncon- 
scious abuse  in  one  direction  or  another. 

In  this  connection  it  will  be  of  interest  to  mention  the 
answers  as  to  the  result  of  their  experience  which  I  re- 
ceived at  the  end  of  1908  to  a  question  addressed  to  six 
municipal  administrations  who,  at  that  time,  had  under- 
taken a  census  of  the  unemployed.  One  was:  "The 
Municipal  Administration  is  guided  solely  by  the  returns 
of  the  Labour  Exchanges  "  (notwithstanding  the  fact  that 
they  had  taken  an  unemployed  census) ;  others  were  :  "The 
unemployment  census  has  not  shown  any  important  new- 
results  " ;  "The  census  can  make  no  claim  to  complete  re- 
liability "  ;  "They  do  not  appear  to  have  produced  any  re- 
sult that  can  be  utilised  in  practice."  Only  two  out  of  the 
six  of  the  municipalities  expressed  a  somewhat  more 
favourable  opinion. 

Thus  in  Germany  the  unemployment  statistics  are 
tolerably  bad,  and  in  other  civilised  States  they  are  no 
better.  Progress  can  only  be  attained  when  tw'o  demands 
are  fulfilled,  which  may  be  fairly  said  to  call  for  inter- 
national application.  First,  in  order  to  secure  a  general 
basis  for  the  knowledge  of  unemployment  and  for  the  in- 
surance against  it,  each  census  of  occupations  and  general 
census  must  be  at  the  same  time  a  census  of  unemploy- 
ment. Second,  in  order  to  fulfil  the  practical  object  of 
immediate  provision  for  the  unemployed,  it  is  necessary  to 
substitute  for  the  dubious  occasional  censuses  already 
described  a  careful  and  constant  observation  of  the  labour 
market,  that  is  to  say,  first  of  all  the  establishment  and 
development  of  Labour  Exchange  statistics.  To  give 
adequate  effect  to  the  requirements  of  these  statistics  will 
be  one  of  (he  most  important,  and  at  the  same  time,  most 
difhcult  tasks  of  the  new  Labour  Exchanges  in  England. 
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Although,  as  will  be  seen,  the  results  of  the  unem- 
ployed statistics  up  to  the  present  can  only  be  used  with 
caution,  we  are,  nevertheless,  obliged  to  have  recourse  to 
them  unless  we  renounce  altogether  the  attempt  (based, 
though  it  be,  merely  on  a  series  of  instantaneous  pictures) 
to  realise  the  extent  of  unemployment  in  Germany.  As 
already  stated,  the  only  unemployment  statistics  for  the 
whole  German  Empire  are  those  taken  in  1895.  It  is  cer- 
tain that  in  the  fifteen  years  that  have  elapsed  since  then 
the  economic  position  of  Germany  has  undergone 
numerous  and  important  changes.  These  changes,  how- 
ever, are  decidedly  not  of  a  nature  to  lessen  the  proportion 
of  unemployment.  Consequently,  apart  from  the  natural 
influence  of  a  growing  population,  not  only  the  absolute 
but  also  the  relative  figures  in  1895  must  be  regarded  as 
the  lowest,  and,  indeed,  as  the  lowest  in  a  year  of  fairly 
good  trade.  Keeping  these  considerations  in  mind,  it  is 
possible  to  utilise  the  results  given  by  those  censuses, 
which  were  as  follows: 

June  18,  Dec.  2, 

1895  1895 

Total  numbor  of  unemployed         .     299,352      ..     771,005 

Of  this  numbor,  uncmployod  owing 

to  illness.  ....      120,348      ..     217,365 

Unemployed  on  other  grounds      .      179,004     ..     553,640 

As  these  figures  df)  not  include  soldiers  and  prisoners,  the 
third  row  of  figures  shows  those  who  were  unemployed 
on  economic  and  moral  grounds.  The  fact  that  it  is  prac- 
tically impossible  to  distinguish  those  unemployed  purely 
on  economic  grounds  has  already  been  shown.  Conse- 
quently, in  the  following  remarks  those  unemployed  of 
Ixiih  kinds  who  arc;  capable  of  work  are  taken  together 
and  referred  to  simply  as  the  "unemployed."  According 
to  these  statistics  there  were,  therefore,  in  Germany  in 
llie  summer  of    1895,    in    round   numbers,    one-fifth   of  a 
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million,  and  in  the  winter  of  that  year  considerably  more 
than  half  a  million  unemployed.  If  to  the  latter  figure 
were  added  the  families  of  the  unemployed,  one  would  be 
entitled  to  say  that  on  December  2,  1895,  about  one  and  a 
half  million  persons  suffered  directly  from  unemployment. 

In  proportion  to  the  total  number  of  the  working  class, 
the  unemployed  amounted  to  i.ii  per  cent,  in  summer  and 
3.43  per  cent,  in  winter.  In  both  cases  the  proportion  of 
male  workers  unemployed  was  1.26  and  3.79  per  cent, 
higher  than  among  the  females  unemployed  (0.83  and  2.74 
per  cent.).  The  absolute  numbers  of  the  unemployed  in 
the  winter  of  1895  were  400,017  males  and  153,623  females. 

The  unemployment  in  winter  was  more  than  three  times 
as  great  as  in  summer,  apart  from  the  fact  that  it  is  in 
winter  easier  to  include  in  the  statistics  those  tramps  who 
in  summer  sleep  in  the  open  air,  and  thus  escape  the,  to 
them,  disagreeable  necessity  of  being  counted.  This 
difference  is  explained  by  the  circumstance  that  in  winter 
many  branches  of  industry,  such  as  agriculture  and 
seasonal  trades,  come  to  a  standstill.  Thus  we  find  that 
of  the  physically  capable  unemployed  the  following  num- 
bers were  contributed  by  : 

June,  1895       Dec,  1895 
Agriculture  and  gardening    .  .        18,442      . .      158,340 

The  stone,  clay,  and  brick-making 

industry  .....  3,058      . .        20,615 

Tho  building  trade       .  .  .        19,408      ..      145,121 

Transport,  including  shipping  and 

the  conduct  of  rafts  .  .  4.163      ..        11,603 

The  lodging-house  and  refreshment 

industry,    including    baths    and 

summer  resorts  .  .  .         5,948     ..       11,838 

No  fewer  than  347oi7  of  the  unemployed  in  winter 
belong  to  these  five  sections  of  the  working  population, 
that  is  to  say,  nearly  two-thirds  of  the  total  number  and 
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296,498  more  than  in  summer.  This  accounts  for  over 
three-fourths  (79  per  cent.)  of  the  difference  of  374»636  which 
exists  between  the  total  of  the  physically  capable  unem- 
ployed in  summer  and  winter  throughout  the  Empire. 
Setting  agriculture  aside,  the  total  of  the  unemployed  in 
winter  in  industry,  trade,  and  transport,  about  two-fifths 
come  from  the  four  remaining  categories  of  season-workers 
just  mentioned.  The  establishment  of  this  decisive  in- 
fluence of  the  season  trades  on  unemployment  in  winter 
is  all  the  more  important  as  the  unemployment  of  the 
workers  engaged  in  those  trades  is  nothing  extraordinary, 
but  on  the  contrary  a  normal  phenomenon.  The  remedy 
should  be  found  in  correspondingly  higher  wages  during 
the  working  season. 

The  composition  of  the  total  of  the  unemployed  and  the 
degree  in  which  the  different  occupations  are  represented, 
as  well  as  different  variations  according  to  the  time  of  the 
year,  appear  very  clearly  in  Table  A  (p.  20). 

The  details  of  this  survey  deserve  careful  study.  There 
is  one  point  to  which  attention  should  be  called,  namely, 
that  here,  too,  the  majority  of  the  unemployed  in  winter 
belong  to  the  two  groups  of  agriculture  (No.  1)  and  the 
building  trade  (No.  15).  Both  furnish,  out  of  479,091  un- 
employed in  agriculture,  industry,  trade,  and  transport, 
303,461,  that  is  to  say,  63.3  per  cent,  of  the  total,  while  the 
remaining  twenty  groups  (2-14,  16-22)  make  up  between 
them  only  36.7  per  cent.  In  these  two  groups  also,  the 
difference  between  the  unemployment  in  summer  and 
winter  is  the  greatest;  as  will  be  seen  from  the  table,  for 
every  100  unemployed  in  agriculture  in  June  there  were 
858.58  in  December,  and  in  the  building  trade  for  every 
100  unemployed  in  June  there  were  747.74  in  December. 
On  the  other  hand,  the  large  industries  of  Germany,  such 
as  the  mining,  metal,  machine,  tool,  chemical  and  textile 
industries  showed  the  lowest  percentage  of  unemployed, 
both  in  summer  and  winter.     The  continuity  of  employ- 
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ment  is  rendered  possible  in  these  industries  by  their  busi- 
ness organisation,  and  appears  to  be  particularly  desired  on 
economic  grounds.  With  the  exception  of  the  branches 
already  mentioned,  the  contrary  is  the  case  in  all  occupa- 
tions in  which  unskilled  labour  preponderates.  The 
condition  of  the  typical  occupations  employing  unskilled 
labour  is  shown  in  Table  B  (p.  21). 

In  the  latter  case,  therefore,  we  find  the  proportion  of 
unemployment,  even  in  times  of  fairly  good  trade,  more 
than  one-fifth  of  the  total  number.  What  must  it  be  in 
periods  of  depression  ?  In  this  group,  as  also  under  the 
general  heading  "Building  trade,"  the  navvies  furnish  a 
large  contingent,  the  exact  number  of  which  it  is  impos- 
sible to  ascertain.* 

As  already  set  forth  in  the  third  section  of  this  article, 
the  only  new  material  is  that  furnished  by  a  number  of 
large  towns.  If  we  overlook  the  defects  of  this  material, 
we  find  that  the  winter  which  shows  the  greatest  degree  of 
unemployment  was  that  of  1908-9. 

The  foregoing  statistics  are  here  reproduced  (Table  C, 

*  The  fact  that  the  unskilled  labourers  form  the  majority  among  the 
unemployed  is  manifest  from  the  following  table,  showing  the  occupa- 
tions of  those  who  applied  for  work  on  the  Relief  Works  at  Diisscldorf, 
a  town  of  highly  developed  industry,  in  four  winters  : 


1901-2. 

1902-3. 

1907-8. 

1908-9. 

Unskilled  labourers 

.Total 

•No. 

I3I2 

Percen- 
tage. 

7S-0 

Total 
No. 

818 

Percen- 
tage. 

77.1 

Total 
No. 

1426 

Percen- 
tage, 

62.7 

Total 
No. 

1820 

Percen 
tage. 

62.9 

Metal-workers    . 
Carpenters 
Masons'  assistants 
Other  skilled  labourers 

194 

57 

II. I 
0.7 

7-5 
3-3 

102 

28 

68 
45 

9.6 
2.6 
6.4 
4.8 

173 

60 

468 

7-7 

2.6 

20.6 

5-9 

319 

85 

470 

191 

II.O 

2.9 

16.2 

6.6 

All  skilled  labourers 

395 

22.6 

243 

22.9 

836 

36.8 

1065 

36.7 

Shopmen,  clerks,  etc. 

43 

2.4 

— 

— 

II 

05 

12 

0.4 

Total    . 

1750 

100 

1061 

100 

2273 

100 

2897 

100 
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TABLE 

A 

Percen 

tage  of 

For 

the  unem- 

every 

A  bsolute 

ployed  com- 

100 

numbers 

pared  to  the 

unem- 

unemployed 

total  number 

ployed 

of 

the 

in  June 

workers 

there 

were  in 

June 

Dec. 

June 

Dec. 

Dec. 

1895 

1895 

1895 

1895 

1895 

{a)  Agriculture  and  fovcstyy 

19,204 

162,472 

0.33 

2.81 

846.03 

Of  these  :  (i)  Agriculture 

18,442 

158,340 

0.33 

2.82 

858.58 

(2)  Forestry   and  fishing 

762 

4.132 

0.65 

3-54 

542.26 

(6)  Mining  and  industry   . 

97,782 

274,625 

1-53 

4.18 

280.85 

(3)  Mining     and     metal 

works 

2,622 

3,422 

0.46 

0.61 

130-51 

(4)  Stone    and    clay    in- 

dustry   . 

3,058 

20,615 

6.65 

4.40 

674-13 

(5)  Metal  industry 

12,719 

16,098 

1.77 

2.24 

126.57 

(6)  Machine  industry 

4,627 

6,273 

1.52 

2.06 

13557 

(7)  Chemical  industry     . 

900 

1,056 

0.97 

1. 14 

117-33 

(8)  Secondary    products 

of  forestry 

403 

494 

1.06 

1.30 

112.58 

(9)  Textile  industry 

6,537 

7,723 

0.74 

0.88 

118. 14 

(10)  Paper  industry 

1,775 

1,773 

1.46 

1.46 

99-89 

(11)  Leather-using    indus- 

tries 

2,855 

5,322 

2.30 

4.29 

186.81 

(12)  Timber-using    indus- 

tries 

8,068 

11,033 

1.77 

2.42 

136.75 

(13)  Provision  and  liquor 

trades     . 

14,304 

18,946 

2.18 

2.88 

132.45 

(14)  Clothing  and  cleaning 

industries 

16,466 

27,982 

2.12 

3-61 

169.94 

(15)  Building  trade 

19,408 

145.121 

1.68 

12.60 

774-74 

(16)  Industry  of  engraving 

and  reproductions  . 

2,847 

2,864 

2.67 

2.69 

100.60 

(17)  Artists    and    appUed 

art  works 

466 

712 

2.48 

3-79 

152.79 

(18)  Persons     not     other- 

wise described 

727 

5.191 

2-55 

18.19 

71403 

(c)  Trade  and  transport     . 

26,180 

41.994 

1-75 

2.78 

160.40 

Of  those  :    (19)  Trade   . 

15.866 

18,326 

2.53 

2.92 

II5-50 

(20)  Insurance 

203 

227 

I. II 

1.25 

III. 82 

(21)  Transport 

4.163 

11.603 

9-78 

2.18 

278.72 

(22)  Lodgings  and  refresh- 

ments    . 

5,948 

11,838 

1.88 

2.73 

119.02 

(d)  Household  service,   day 

labour  of  various  kinds 

30,907 

68,423 

1.74 

3-82 

221.38 

(e)  Public   service   and   the 

professions 

4,931       6,126 

0.76 

0.93 

124.23 

Totals 

179,004    553,640    1. 1 1 

3-40 

309-29 
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TABLE    B 


Total  oj 
unemployed 

Per  cent,  of  un- 
employed as  com- 
pared to  the  total 
number  oj  workers 

Factory  hands,  workmen, 
and  assistants  not  other- 
wise described 

Day  labour  of  different  kinds 

June 
1895 

727 
11.797 

Dec. 
1895 

5. 191 
41,849 

June 
1895 

2-55 
5-87 

Dec. 

1895 

18.19 
20.83 

Total       . 

12.524 

47,040 

8.42 

3902 

TABLE    C 


Number  of 

unemployed 

after  deducting  those 

incapable  of  work  from 

Date 

illness  or  other  causes 

Town 

of 

census 

Total 
number 

Percentage 
of  the  work- 
ing classes 

Berlin 

18.11.T908 

28,006 

51 

Bochum    . 

31. 3. 1909 

420 

1.4 

Brunswick 

20. 1. 1909 

575 

1.8 

Charlottenburg 

18. II. 1908 

1.948 

2-5 

Chemnitz  . 

15. 1. 1909 

1.862 

2.4 

Cologne 

24. 1. 1909 

3.478 

3-4 

Dortmund 

28.2.1909 

1,078 

2.1 

Dresden     . 

28. II. 1908 

5.004 

4.2 

Elberfeld  . 

14.2.1908 

703 

1.7 

Halle-on-the-Sac 

a 

15. 10. 1908 

2,917 

7.8 

Kiel 

13. 12. 1908 

1,960 

5-3 

Magdeburg 

29. II. 1908 

2,208 

3-9 

Mannheim 

1. 2. 1909 

1.511 

3-4 

Nuremberg 

10. 12. 1908 

2.513 

2.7 

Rixdorf 

18. II. 1908 

3.681 

7.2 

Schoeneberg 

14. 2. 1909 

2,659 

10.2 

Stuttgart  . 

17. II. 1908 

1, 001 

1.6 

Wiesbaden 

3,11.1908 

596 

2.8 
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p.  2i),  because  they  help  indirectly  to  give  an  approxi- 
mately just  idea  of  the  extent  of  unemployment  in  the 
German  Empire,  although  all  the  figures  upon  which  they 
are  based  may  not  be  invariably  accurate.  The  eighteen 
towns  above  mentioned  have  together  a  total  of  62,120 
unemployed,  which  is  equal  to  an  average  of  4.1  per  cent, 
of  the  working  classes  resident  in  them.  It  is  notorious, 
however,  that  this  figure  is  very  considerably  less  than  the 
reality,  and  according  to  careful  estimates  must  be  in- 
creased by  about  one-half,  so  that  the  average  of  these 
towns  would  in  reality  be  about  6  per  cent. 

If  these  figures  are  regarded  as  typical  for  the  large 
towns  of  Germany,  and  if  it  be  further  assumed  that  un- 
employment in  the  large  cities  is  to-day  greater  in  about 
the  same  proportion  as  it  was  fifteen  years  ago,  than 
throughout  the  rest  of  the  country — two  assumptions 
against  which  no  valid  objection  can  be  raised — ^the  follow- 
ing calculation  may  be  made  :  as  unemployment  in  the 
towns  with  a  population  of  over  100,000  persons  was,  in  the 
winter  of  1895,  nearly  exactly  one-half  as  great  again  as 
in  the  rest  of  the  country  (4.9  per  cent,  of  the  working 
classes,  as  against  ^-3  per  cent.),  and  furthermore,  accord- 
ing to  the  Census  of  Occupations  in  1907,  3,000,000 
workers  lived  in  the  smaller  towns  and  the  country,  as 
against  15,000,000  in  the  large  towns,  the  number  of  the 
physically  capable  unemployed  throughout  the  whole 
German  Empire  in  the  autumn  of  1908  w'as  780,000,  or, 
including  the  members  of  their  families,  the  total  number 
of  those  who  suffered  directly  from  unemployment  may  be 
assumed  to  be  2,500,000,  that  is,  about  4  per  cent,  of  the 
total  population — a  very  considerable  average. 

V 

The  growing  danger  of  unemployment  in  Germany,  as 
elsewhere,  is  in  the  main  due  to  the  process  of  industrialis- 
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ation,  which  has  become  more  or  less  manifest  in  all 
civilised  States  within  the  last  few  decades.  It  is  true  that 
agriculture  as  a  seasonal  trade  suffers  from  unemployment 
in  the  winter,  but  this  is  far  less  than  in  industry.  More- 
over, for  several  months  in  the  summer  the  agricultural 
labourer  has  practically  no  experience  of  unemployment. 
According  to  the  table  already  given  in  Section  IV.  of  this 
article,  the  proportion  of  unemployed  in  the  summer  of 
1895  was  0.33  per  cent,  in  agriculture,  and  in  winter  2.81 
per  cent.;  while  in  mining  and  industry  the  proportion  for 
the  summer  was  1.53  per  cent.,  and  in  winter  4.18.  The 
manner  in  which  the  position  of  agriculture  in  the  total 
economic  structure  of  Germany  is  constantly  declining  in 
comparison  with  trade  and  industry  is  shown  by  the  fact 
that  of  every  100  inhabitants  of  the  German  Empire  42.51 
belonged  to  the  agricultural  classes  in  1882;  in  1895  this 
proportion  had  fallen  to  35.24,  and  in  1907  to  28.65.  Thus 
the  industrialisation  of  the  Empire  and  the  increasing 
danger  of  unemployment  go  hand  in  hand.  This  sacri- 
fice is  made  by  Germany,  as  well  as  by  England  and  other 
leading  nations,  on  the  altar  of  economic  development. 
Is  it  desirable,  on  account  of  that  sacrifice,  to  check  this 
tendency  ?  Does  this  disadvantage  justify  the  advocates 
of  Protection  on  both  sides  of  the  North  Sea  in  opposing 
the  free  highway  required  for  universal  commerce  by  a 
tariff  wall  protecting  national  production  ?  It  is  true  that 
a  people  which  shuts  itself  off  economically  from  the  outer 
world  suffers  only  from  its  own  evils.  It  remains  more  or 
less  unaffected  by  the  crises  that  cross  the  ocean.  It  leads 
a  more  easy-going,  but  at  the  same  time  a  more  paltry  and 
hand-to-mouth  existence.  Notwithstanding  the  fact  that 
to-day  unemployment  is  more  frequent  and  extensive  than 
in  former  times,  yet  the  level  of  civilisation  of  the  German 
working  man  has  steadily  risen,  while  even  Social 
Democratic  writers  admit  that  his  standard  of  living  is 
visibly  improving.     Indeed,  the  income  tax   returns   and 
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the  deposits  in  the  savings  banks  bear  witness  to  economic 
progress  precisely  of  that  section  of  the  working  classes 
engaged  in  industry.  The  risk  of  unemployment  is  thus 
more  than  compensated  for  by  the  possibility  of  higher 
wages.  In  the  long  run  the  result  will  not  depend  upon 
the  temporary  damage  done  by  unemployment  to  indivi- 
duals, but  whether  this  injury  is  permanently  greater  than 
the  advantage  which  arises  from  the  industrialisation  of 
the  country,  and  from  the  share  which  it  takes  in  the  trade 
and  commerce  of  the  world.  It  is,  of  course,  now  out  of 
the  question  to  think  of  shutting  off  Germany  from  her 
participation  in  that  trade  and  commerce.  It  is  only  neces- 
sary to  compare  the  Germany  and  the  Germans  of  fifty 
years  ago  with  those  of  to-day  to  show  that  a  change  in 
that  direction  is  inconceivable.  Therefore  the  remedy  for 
the  temporary  evils  of  industrialisation  in  Germany  is  to 
be  sought  in  some  other  direction  than  in  hampering  its 
industrial  and  commercial  progress. 
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INTRODUCTION 

The  Cobden  Club  desire  me  to  write  a  preface  to  this 
interesting  essay  of  Mr.  Hobson.  Some  part  of  it  seems 
to  call  in  question  the  recent  policy  of  the  British  Govern- 
ment, which  indeed  will  be  finally  judged  only  when,  in 
time  to  come,  the  facts  are  all  known  and  motives  both  at 
home  and  abroad  are  fully  disclosed.  In  any  case,  com- 
ment or  criticism  on  this  part  of  the  subject  would  be 
obviously  improper  from  one  who  has  been  a  member  of 
the  Cabinet.  I  wish  very  heartily  to  acknowledge  the 
fidelity  w^ith  which  Mr.  Hobson  has  handled  some  of  the 
permanent  difficulties  which  must  always  beset  any  Ad- 
ministration in  this  country  under  the  conditions  of  to-day. 
The  zeal  of  the  Naval  and  Military  Services  in  all 
countries,  whose  duty  it  is  to  see  that  nations  are  not 
caught  unprepared,  the  pressure  of  inventors  and  con- 
tractors for  the  engines  and  materials  of  war,  of  the  Press 
which  they  control,  and  of  the  Press  which  neither  they 
nor  anyone  else  can  control,  are  constant  influences  in 
producing  international  unrest. 

But  of  themselves  they  do  not  account  for  the  uneasy 
feeling  which  has  existed  for  some  time  about  our  position 
with  Germany. 

To  the  average  Englishman  it  is  a  puzzle.  He  knows 
little  about  Germany.  lie  likes  their  Emperor,  and  has 
no  ill-will  aoainst  Germans.     The  last  ihincr  he  wants  is 


a  quarrel  with  them.  He  does  not  understand  why  they 
think  the  British  fleet  is  a  menace  to  them,  seeing  that  it 
has  never  done  them  any  injury  for  generations  when 
they  had  no  fleet  at  all.  But  he  is  alarmed  at  the  growth 
of  the  German  Navy,  coupled  with  the  enormous  military 
strength  of  that  country.  And  many  recall  with  some 
misgivings  language  used  in  high  quarters  at  the  time 
of  the  Jameson  Raid,  and  the  practical  refusal  in  1907  at 
the  Hague  of  Sir  H.  Campbell-Bannerman's  overtures  for 
naval  disarmament,  together  with  other  incidents,  such  as 
the  dispatch  of  a  warship  to  Agadir,  of  which  the  full 
history  has  still  to  be  written. 

This  is  no  doubt  a  very  short  view,  and  very  incom- 
plete. We  shall  never  take  a  sounder  one  till  we  realise 
what  our  kinsmen  on  the  other  side  of  the  North  Sea 
really  feel  and  think.  They  have  a  history,  not  like 
ours,  of  long  security  in  our  own  island,  of  vast  ex- 
pansion, of  world-wide  empire,  of  undisturbed  develop- 
ment in  the  arts  of  peace,  but  a  record  of  repeated 
conquest  and  devastation  in  their  own  fatherland, 
accompanied  by  scenes  of  misery  and  famine  and 
humiliation  such  as  few  civilised  countries  have  experi- 
enced. In  those  awful  times  they  regarded  France  and 
Russia  as  the  principal  authors  of  their  sufferings. 

I  do  not  say  that  the  German  Sovereigns  of  those  times 
were  blameless.  Like  other  rulers,  they  have  not  refrained 
from  conquest.  But  there  have  been  no  such  scenes  ever 
enacted  by  them  in  other  countries,  and  the  German  people 
themselves  have  not  been  aggressive.  What  their  fore- 
fathers went  through  has  never  been  forgotten,  and  when 
they  consolidated  their  Empire  in  187 1,  though  they  found 
the  path  of  colonisation  largely  closed  to  them  by  earlier 
occupation,  yet  they  realised  a  comparative  security 
against  any  repetition  of  the  calamities  they  had  endured 


at  home.  It  was  a  security  only  on  condition  of  perpetual 
vigilance.  France  and  Russia  were  still  on  their  borders. 
Is  it  wonderful  that  the  policy  of  Germany  has  been 
directed  toward  obtaining  safety  by  alliances,  by  arma- 
ments, by  understandings,  and  that  they  should  be 
peculiarly  sensitive  in  regard  to  anything  which  seems  to 
threaten  them  with  a  coalition  of  unfriendly  nations? 

But,  it  will  be  said,  why  should  these  memories  produce 
any  ill-feeling  among  Germans  against  Great  Britain  ? 
British  power  has  never  been  used  against  them.  We 
fought  alongside  of  Prussia  when  she  was  in  desperate 
straits  under  Frederic  the  Great.  We  fought  for  and 
with  Germans  in  their  deadly  struggle  against  Napoleon. 
It  is  true  the  outcome  of  those  wars  was  a  great  enlarge- 
ment of  the  British  Empire,  as  well  as  an  immense 
national  debt,  by  which  we  are  burdened  to  this  day,  but 
we  took  nothing  from  Germany,  and  even  down  to  the 
days  of  Bismarck  Germans  were  averse  to  the  acquisition 
of  colonies  for  themselves.  It  is  a  sore  point  among 
educated  Englishmen  that  there  should  be,  as  there  has 
been  for  a  couple  of  generations,  a  school  in  Germany 
who  maintain  that  we  take  pleasure  in  seeing  our  neigh- 
bours engaged  in  war,  and  seek  to  make  a  profit  out  of  it 
for  ourselves.  That  is  quite  untrue  historically,  and  is 
most  untrue  to-day.  But  that  again  is  only  a  minor 
source  of  whatever  ill-will  there  may  be  against  us  among 
Germans.  The  true  source  is  that  they  believe  there  is 
some  secret  engagement  or  understanding  between  Great 
Britain  and  France,  similar  to  the  avowed  alliance  between 
France  and  Russia,  which  is  supposed  to  involve  our 
giving  military  and  naval  assistance  in  the  event  of  a 
Franco-German  war.  Sir  Edward  Grey  has  categorically 
denied  that  there  is  anything  of  the  kind,  and  the  Prime 
Minister  has  repeated  the  assurance.     The  impolicy  of  any 


act  of  aggression  on  our  part  against  Germany  is  so 
glaring  that  the  denial  might  well  have  been  credited. 
The  impolicy  of  any  German  aggression  against  us  is  so 
glaring  that  we  might  well  believe  their  repeated  repudia- 
tions of  any  such  designs.  Both  suspicions  are,  I  firmly 
believe,  utterly  without  foundation,  but  the  two  taken 
together  are  mainly  accountable  for  the  feeling  that  has 
led  to  these  inordinate  naval  armaments.  No  doubt  there 
have  been  mischief  makers  here  and  elsewhere  to  inflame 
differences  and  misrepresent  facts.  They  have  tried  to 
make  things  worse. 

However  keenly  we  may  appreciate  the  difficulties  of 
Germany,  they  ought  not  to  blind  any  fair-minded  man 
to  those  of  France.  It  is  no  longer  the  Napoleonic  nation 
against  which  our  forefathers  fought.  The  generation  of 
Frenchmen  now  living  have  not  been  responsible  for  any 
interruption  of  peace  in  Europe.  They,  like  the  rest  of 
us,  suffer  for  the  faults  of  their  forefathers.  And  it  has 
been  a  hard  lot  to  live  in  fear  of  some  renewed  humilia- 
tion or  of  another  great  war  such  as  overwhelmed  them 
between  forty  and  fifty  years  ago  under  the  incompetent 
and  unprincipled  tyranny  to  which  they  were  then  subject. 
Since  we  came  to  an  accommodation  with  France  in  1904, 
and  with  Russia  a  few  years  later,  much  misunderstand- 
ing and  not  a  few  difficulties  have  been  removed,  owing 
to  the  simple  fact  that  they  have  been  approached  with  a 
desire  for  good  relations  upon  both  sides,  instead  of  in  a 
spirit  of  suppressed  antagonism.  The  spirit  is  everything. 
Neither  Germany  nor  any  other  nation  can  complain  of 
our  establishing  good  relations  with  other  Powers  except 
upon  one  of  two  grounds :  either  that  they  imply  an 
unfriendly  attitude  to  herself,  or  that  we  refuse  to  establish 
equally  good  relations  with  her  should  she  desire  it. 

Now,  I  believe  that  in  a  little  time,  with  patience  and 


good  sense,  it  will  become  clear  that  neither  of  these  two 
grounds  has  any  existence.  The  steadying  influence  of 
public  opinion  in  this  country  will  wear  down  the  noisy 
and  often  interested  clamour  of  those  who  seem  almost 
to  court  a  quarrel  to-day,  just  as  they  courted  other 
quarrels  in  past  time.  But  at  this  moment  Europe  is 
making  large  additions  to  armaments  already  enormous. 
The  French  President,  speaking  in  reference  to  the  con- 
tingency of  war,  expressed  confidence  in  the  fidelity  of 
alliances  and  friendships.  And  Germans  think  we  are 
encouraging  others  against  them. 

Nothing  is  more  to  be  desired  than  a  clearing  up  of  our 
own  attitude.  That  any  British  Government  would  be 
so  guilty  toward  our  own  country  as  to  take  up  arms  in  a 
foreign  quarrel  is  more  than  I  can  believe.  To  say  so 
appears  to  me  a  duty,  not  less  to  ourselves  than  to 
Continental  Powers.  The  present  generation,  both  in 
France  and  in  Germany,  are  heirs  not  only  to  the  great 
patrimony  of  their  ancestors,  but  also  to  unhappy 
memories.  Most  wars  are  soon  forgotten  and  forgiven, 
but  memories  of  their  wars  have  not  passed  away.  We 
had  no  part  in  the  tragedy  that  led  to  them.  We  must 
have  no  part  in  any  second  tragedy  to  which  they  might 
possibly  give  rise.  It  would  be  a  wTong  to  France  if  she 
were  left  to  think  otherwise,  and  the  shallow  policy  of 
letting  popular  misapprehensions  drift,  which  seems  to 
be  acceptable  to  some  writers,  ought  to  be  condemned  by 
every  man.  We  have  no  right  to  allow  expectations  to 
be  formed  which  public  opinion  will  not  permit  to  be 
realised. 

Happily,  we  are  on  friendly  terms  with  France,  which 
can  best  be  preserved  by  frankness.  We  are,  I  hope, 
also  on  friendly  terms  with  Germany,  which  can  best  be 
maintained  in  the  same  way.    A  good  deal  of  well-meant 
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ingenuity  has  been  expended  in  devising  forms  of  words 
to  express  our  good  will  or  to  define  our  relations  as  if 
by  treaty  or  exchange  of  notes,  so  as  to  banish  these 
mutually  mischievous  suspicions.  I  do  not  believe  con- 
fidence between  nations  is  very  much  advanced  by  a  verbal 
formula.  It  requires  also  a  little  time  and  experience. 
Quite  lately  we  began,  and  are  still  continuing,  a  series 
of  friendly  negotiations  in  common  with  Germany  with 
reference  to  the  Balkan  settlement.  Let  them  go  on  and 
prosper.  We  have  some  points  of  difference  about  such 
things  as  the  Bagdad  Railway.  It  was  by  negotiations 
about  particular  subjects  in  difference  that  we  began  our 
good  understanding  with  France  and  Russia.  We  can 
enter  upon  that  path,  which  often  leads  a  long  way,  with 
Germany  also.  When  both  nations  have  learned  that 
they  are  dealing  not  with  a  tricky  and  selfish  adversary, 
but  with  a  straightforward  and  reasonable  set  of  men 
who  can  see  other  points  of  view  besides  their  own,  and 
wish  each  other  no  harm,  then  a  foundation  of  confidence 
is  laid.  And  when,  after  a  little  time,  we  begin  to  find 
that  Germany  does  not  in  fact  act  aggressively,  and  they 
begin  to  find  that  we  also  try  not  to  make  but  to  smooth 
difficulties,  as  I  am  sure  would  be  the  case  on  both  sides 
if  we  once  began,  then  the  unnatural  atmosphere  of 
suspicion  would  be  dissipated.  Only  do  let  public  men  in 
the  meantime  refrain  from  provocative  speeches,  and  our 
friends  in  the  Press  realise  their  responsibility.  Time 
will  show  that  Germans  have  no  aggressive  designs 
against  us,  nor  we  against  them;  and  then  foolish  people 
will  cease  to  talk  of  a  future  war  between  us  which  will 
never  take  place. 

LOREBURN. 


THE  GERMAN  PANIC 


For  some  time  past  a  high  tension  of  feehng,  raised  for 
short  periods  ahiiost  to  the  panic  point,  has  prevailed  in 
certain  sections  of  our  people  regarding  our  relations  with 
Germany.  The  existence  of  this  feeling  among  the  more 
excitable  members  of  every  class  is  easily  intelligible. 
There  is  a  persistent  tendency  of  the  patriotic  sentiment 
to  seek  nourishment  and  self-expression  in  the  real  or 
feigned  opposition  of  our  country  to  some  other  country. 
This  exclusive  aspect  of  patriotism  easily  induces  the 
acceptance  of  any  strong  suggestion  that  the  interests  of 
another  nation  are  opposed  to  ours,  that  their  disposition 
and  policy  are  hostile  to  us,  and  that  we  ought  to  consider 
an  attack  by  them  upon  some  vital  interest  of  our  nation 
a  probable  and  imminent  event.  History  shows  this  to  be 
a  pretty  constant  state  of  mind  in  all  nations  endowed 
with  "a  proper  sense  of  pride"  and  having  "great  pos- 
sessions." The  shelter  of  her  insularity  no  doubt  gave 
Great  Britain  for  some  centuries  some  immunity  from  the 
fiercest  inroads  of  this  military  passion.  Tolerably  secure 
from  fears  of  invasion  and  substantially  self-supporting, 
she  was  enabled  to  direct  a  larger  share  of  her  thought, 
feeling  and  activity  to  those  works  of  internal  development 
which  are  the  wholesome  food  of  patriotism  than  was  the 
case  with  Continental  nations  not  so  fortunately  placed. 
The   acquisition   of   a   gigantic   widely    dispersed   empire 
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and  the  increasing  dependence  of  our  nation  upon  foreign 
commerce  have,  however,  in  recent  generations  immersed 
us  ever  more  deeply  in  the  sea  of  international  politics, 
with  its  difficult  and  shifting  currents  and  its  tempestuous 
alarms.  Whatever  views  we  may  hold  of  the  gains, 
material  or  moral,  which  accrue  to  us  or  to  "the  cause  of 
civilisation "  from  the  acquisition  and  maintenance  of 
"Greater  Britain,"  we  must  recognise  in  this  imperial 
career  a  natural  source  of  hostility  of  feelings  between 
us  and  other  nations  whose  interests  or  ambitions  are 
limited  or  thwarted  by  our  success.  This  assertion  is  not 
designed  to  beg  the  question  whether  our  great  empire, 
as  indeed  our  great  development  of  foreign  trade  and 
economic  enterprise,  may  not  be  conferring  great  benefits 
upon  those  other  nations  through  participation  in  the  en- 
larged security,  accessibility  and  wealth  which  our  imperial 
mission  has  procured.  What  is  alone  germane  to  my 
present  argument  is  to  insist  that,  given  the  ideas  and 
sentiments  predominantly  active  in  all  nations,  our  modern 
position  as  a  world  power  tends  to  feed  us  with  constantly 
recurring  fears  of  impending  hostility  on  the  part  of 
nations  conceived  by  themselves  and  by  us  as  our  political 
or  economic  rivals.  To  the  irrationality  of  this  sentiment 
of  rivalry  I  shall  revert  later.  At  present  I  refer  to  it  as 
an  actual  factor  evoking  in  our  "patriots  "  a  fairly  constant 
feeling  of  suspicion  directed  now  towards  this,  now  towards 
that,  foreign  nation  conceived  in  the  light  of  a  hostile 
competitor  likely  to  attack  or  injure  us.  Accepting,  then, 
the  general  or  widely  prevalent  belief  in  our  people  that 
our  nation  is  in  possession  of  large  valuable  "properties," 
in  the  shape  of  overseas  territories  and  markets,  of  which 
olher  "competing"  nations  would  naturally  be  impelled 
to  dispossess  us,  if  they  thought  they  saw  a  good  oppor- 
tunity  of   doing  so,   we  easily   understand  the  continual 
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existence  of  a  state  of  feeling  favourable  to  a  war  panic 
when  some  particular  direction  and  substance  is  injected 
into  it. 

Now  the  history  of  the  nineteenth  century  furnishes 
plain  instances  of  such  particular  directions.  France,  our 
"traditional  foe,"  the  outstripped  rival  in  our  race  for 
empire,  was  commonly  considered  to  be  harbouring  in  the 
background  of  her  mind  secret  designs  for  our  overthrow. 
In  his  famous  pamphlet,  "The  Three  Panics,"  Cobden 
set  out  in  illuminating  detail  the  story  of  this  recurrent 
madness  in  the  middle  of  the  century.  Alike  in  personal 
agency  and  in  modes  of  fictitious  agitation,  it  furnishes 
an  interesting  analogy  to  our  present  panic.  In  the  earliest 
of  the  three  fits  it  was  the  veteran  Duke  of  Wellington 
who,  in  1847,  roused  the  passion  of  the  nation  by  his  letter 
upon  our  "National  Defences,"  setting  forth  the  menace 
of  a  French  invasion  of  our  southern  shore,  and  staking 
his  authority  upon  the  statement  that  "there  is  not  a  spot 
upon  the  coast  on  which  infantry  might  not  be  thrown 
on  shore  at  any  time  of  tide,  with  any  wind  and  in  any 
weather."  In  vain  all  protests  from  naval  men  as  to  the 
absurdity  of  the  prediction.  "The  greatest  military 
authority,"  the  more  than  Lord  Roberts  of  that  day,  "had 
proclaimed  the  country  in  danger."  Ministers  then,  as 
now,  bowed  to  the  storm.  Lord  John  Russell  proposed 
to  raise  the  income  tax  from  sevenpence  to  one  shilling  in 
order  to  provide  the  money  for  further  increased  expendi- 
ture on  armaments.*  Needless  to  say,  France  neither  made 
nor  contemplated  any  move  :  her  expenditure  on  naval 
preparations,  as  Cobden  shows,  had  been  actually  reduced 
in  the  year  when  the  alarm  was  fabricated.  But  the  panic 
spirit  inhibits  memory,  and  the  proved  vacuity  of  the 
invasion  scare  of  1847-48  did  not  prevent  its  renewal  three 
*  Opposition  in  the  House  of  Commons  led  to  the  dropping  of  the  scheme. 
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years  later  after  the  coup  d'etat  of  Louis  Napoleon.  Fed 
by  the  military  authorities  and  an  inflammatory  Press, 
in  which  the  Times  distinguished  itself  by  violent  denun- 
ciation of  the  French  ruler,  the  flame  of  panic  was  kept 
ablaze  through  1852  and  1853.  Statesmen  then,  as  now, 
easily  yielded  to  the  passion  instead  of  bringing  their 
superior  knowledge  and  judgment  to  its  control.  Lord 
Palmerston  openly  proclaimed  his  belief  that  50,000  or 
60,000  men  could  be  transported  from  Cherbourg  to  our 
shores  in  a  single  night,  "Men  of  the  highest  political  and 
social  rank  resigned  themselves  to  the  excitement.  Two 
Cabinet  Ministers  who  had  gone  to  their  constituents  for  re- 
election, on  taking  office  in  Lord  Aberdeen's  Government, 
were  afterwards  called  on  by  their  opponents  in  the  House 
to  explain  the  violent  language  uttered  by  them  at  the  hust- 
ings in  allusion  to  the  ruler  and  people  of  France."  It 
is  significant  that  the  classes  who  best  kept  their  heads 
were  the  bankers  and  merchants  of  London,  who  not  only 
convened  a  meeting  of  protest  in  the  City,  but  took  the 
unusual  step  of  dispatching  a  deputation  to  assure  the 
Emperor  of  the  French  of  their  pacific  sentiments. 

Nothing  happened  except  a  large  increase  of  our  ex- 
penditure on  the  army  and  the  navy.  Nay,  within  two 
years  a  sudden  shift  in  the  current  of  hostile  suspicions 
converted  us  into  the  enthusiastic  ally  of  our  "natural  foe" 
in  the  wicked  and  wasteful  war  with  Russia,  the  new  Power 
which  was  henceforth  to  compete  with  and  for  a  while  to 
displace  France  as  the  object  of  our  national  animosity 
and  fear.  But  suspicion  of  France  was  so  inveterate  a 
habit  that  the  common  enterprise  against  Russia  had  no 
power  to  stay  its  early  recurrence,  and  within  three  years 
after  the  Treaty  of  Paris  the  third  and  fiercest  of  the 
panics  began  to  spread.  Here  Sir  Charles  Napier,  a 
veteran    seaman,    but    with    no    claim    to    statesmanship, 
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took  the  part  of  leading  professional  fanatic.  "On 
his  return  to  the  House  of  Commons,"  says  Cobden, 
"after  being  superseded  in  the  command  of  the  Baltic 
fleet  during  the  Crimean  War,  he  became  possessed 
by  a  morbid  apprehension,  amounting  almost  to  a  state 
of  monomania,  respecting  the  threatened  attitude  of  France 
and  our  insufficient  means  of  defence."  The  life  of  the 
professional  fighting  man,  with  its  immense  habitual 
activity,  tends,  perhaps  naturally,  to  some  intolerance 
of  temper  and  an  instability  of  judgment  in  old  age  or 
retirement.  The  phantom  fleet  at  Cherbourg,  French  boats 
taking  soundings  along  our  shores,  the  early  preparations 
for  an  invasion,  were  all  revived  with  the  requisite  minutiae 
of  fictitious  "evidences."  The  Ministry  were  once  more 
completely  captured.  As  early  as  1858  Sir  John  Paking- 
ton.  First  Lord  of  the  Admiralty,  began  the  tricky  process 
of  counting  English  and  French  ships,  so  as  to  show  our 
dangerous  inferiority.  Though  all  the  familiar  dodges  of 
omissions  of  subsidiary  lines  of  ships,  doctoring  of  dates, 
no  allowances  for  superior  size  and  speed,  with  corre- 
sponding mis-statements  of  French  vessels,  capacities  and 
intentions,  were  exposed  by  political  critics,  the  open 
espousal  of  the  scare  spirit  by  the  Government  carried  all 
before  it.  For  there  was  one  personal  factor  in  that  panic, 
fortunately  without  exact  parallel  in  the  present  case. 
Lord  Palmerston  apparently  had  never  dropped  his  earlier 
suspicions  of  French  perfidy,  and  now,  as  Prime  Minister, 
he  threw  his  full  personal  force  into  the  panic.  The 
language  used  by  him  in  the  House  of  Commons  in  1S60, 
indeed,  bears  so  striking  a  resemblance  to  that  recently 
employed  by  gentlemen,  fortunately  not  so  highly  placed, 
as  to  deserve  particular  attention  by  students  of  the 
psychology  of  panics.  "The  French  make  no  secret  of 
their  preparations;  but  when  some  well-intentioned  gentle- 
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man  asks  them  if  they  really  mean  to  invade  this  country, 
if  they  really  have  any  hostile  intentions  towards  us,  of 
course  they  say,  '  Not  the  least  in  the  world;  their  feeling 
is  one  of  perfect  sympathy  and  friendship  with  us,  and  that 
all  their  preparations  are  for  their  own  self-advancement.'  " 
Again  :  "Really,  sir,  it  is  shutting  one's  eyes  to  notori- 
ous facts  to  go  on  contending  that  the  policy  of  France — 
of  which  I  certainly  do  not  complain — has  not  for  a  great 
length  of  time  been  to  get  up  a  navy  which  shall  be  equal, 
if  not  superior,  to  our  own."  When  such  circumstantial 
statements  were  clinched  by  a  practical  policy  of  enhanced 
taxation  and  increased  expenditure  on  armaments,  how 
could  the  popular  panic  fail  to  spread  ?  How  conclusive 
is  Cobden's  commentary  on  the  result,  and  how  closely 
relevant  to  our  case  to-day!  "And  did  not  successive 
Governments  make  enormous  additions  to  our  Navy  Esti- 
mates ?  They  were  in  a  position  to  command  exclusive 
injormation;  and  was  it  likely  unless  they  had  positive 
proofs  of  impending  danger  that  they  would  have  imposed 
such  unnecessary  expense  on  the  country?  The  last  appeal 
was  quite  irresistible;  for  the  good  British  public  defers 
with  a  faith  amounting  to  a  superstition  to  the  authority 
of  official  men."  * 

The  language  I  here  italicise  is  of  crucial  significance. 
Lord  Palmerston  and  his  Government  were  in  a  position 
to  command  exclusive  information,  and  the  supposition 
that  they  possessed  it  and  were  acting  on  it  was  the  single 
reasonable  factor  in  the  panic.  But  they  did  not  possess 
such  information;  they  held  no  "positive  proofs  of  im- 
pending danger";  they  were  the  light-headed  dupes,  not 
so  much  of  misinformation  as  of  false  hypotheses  and 
groundless  imputation  of  motives.  So  soon  as  true  in- 
formation   of   the   actual    facts  had    time   to  emerge   and 

*  "  Political  Writings  of  Richard  Cobden,  "  vol.  ii.  p.  631. 
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circulate,  so  soon  as  the  actual  tenor  of  events  belied 
plainly  the  fictitious  preparations  and  intentions  imputed 
to  France,  the  panic  evaporated.  But  the  spirit  of  sus- 
picion, fear  and  jealousy,  though  allayed,  still  continued 
to  furnish  the  raw  material  of  future  scares.  The  Franco- 
German  War,  indeed,  definitely  broke  the  spell  which 
assigned  France  as  our  proper  and  exclusive  enemy.  The 
supposed  ambitions  and  plans  of  Russia  began  increas- 
ingly to  absorb  our  attention.  For  a  quarter  of  a  century 
Russia  was  the  enemy;  each  of  her  movements  in  the 
Balkans  or  in  Afghanistan  was  part  of  a  scheme  of  con- 
quest in  which  India  was  the  goal.  The  name  and  certain 
accessories  of  "Jingoism  "  date  from  the  organised  propa- 
ganda of  the  later  seventies  against  Russia.  The  secret 
machinations  of  Russia,  her  growing  military  power,  the 
avowal  of  her  "destiny,"  her  intrigues  with  frontier  states, 
her  cynical  disregard  of  treaty  obligations,  were  all  con- 
vincing testimonies  to  her  rooted  hostility  towards  the 
British  Empire.  But  while  Russia  continued  formally  to 
occupy  the  role  of  leading  "villain  "  in  our  great  patriotic 
drama  until  the  late  nineties,  there  were  various  pre- 
monitory signs  of  her  displacement,  first  by  France,  and 
then  by  Germany.  The  active  part  taken  by  both  these 
Powers  in  the  great  competitive  partition  of  African 
"spheres  of  influence"  in  the  middle  eighties,  and  later  in 
the  premature  allotment  of  areas  in  "dissolving"  China, 
gave  several  anxious  moments  to  our  empire  builders. 
The  sudden  swift  emergence  of  "the  Fashoda  incident"  in 
1895,  and  the  German  assertion  of  territorial  claims  on 
Kiao-Chau  in  1896,  following  close  upon  the  famous 
"Kriiger  telegram,"  broke  the  monopoly  of  the  Russian 
menace.  Though  the  peril  of  the  Venezuelan  affair  with 
the  United  States  passed  too  quickly  for  full  realisation 
in  the  popular  mind,  it  also  served  to  remind  us  that  a 
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new  nation  had  ranged  herself  among  the  "Great  Powers," 
with  political  and  commercial  interests  and  ambitions  no 
longer  confined  to  her  hemisphere,  but  pressing  rapidly 
into  the  Pacific,  where  the  rivalry  of  .Western  nations 
threatened  to  become  most  embittered. 

This  brief  recital  of  events  is  necessary  in  order  that 
we  may  confront  the  question,  How  has  it  come  about  that 
within    these    last    years    Germany   has    more    and    more 
absorbed  the  role  of  England's  "natural  enemy"?     Now, 
beginning  with  the  assumption  that  traditional  patriotism 
desiderates  an  opponent,  it  is  not  difficult  to  understand 
the  process  of  selection  which  has  assigned  this  role  to 
Germany.     The  growing  political  and  economic  strength 
of  Germany  has  been  the  most  conspicuous  and  constant 
feature  in  European  history  since  1870.     France,  with  her 
stationary  population,  her  limited  colonial  aspirations,  her 
comparatively  slight  competition   with   our  manufactures 
and  commerce;  France,   always  visibly  on  the  defensive 
against  Germany,  ceased  to  occupy  the  central  place  in 
our  suspicions.     The  Russo-Turkish  War  showed  Russia 
less  powerful   as  an   aggressive  force  than   we  expected ; 
her  discomfiture  in  the  conflict  with  Japan,  accompanied 
by  many  signs  of  internal  weakness  and  incapacity,  con- 
tributed to  relieve  the  apprehension  with  which  we  had 
formerly   regarded  the  early   moves   in   her  career  as  an 
Asiatic  Power.     Germany,  on  the  other  hand,  since  1870, 
has  achieved  a  political  solidarity,  a  military  strength,  a 
development  of  population,  internal  industry  and  foreign 
commerce,  which  have  enabled  her  to  play  a  part  of  in- 
creasing importance  in  the  world  of  politics  and  business. 
In  two  ways  it  is  suggested  that  the  enlarging  career  of 
Germany  may,  or  must,  bring  her  into  hostile  competition 
with  our  interests  and  aims.   Germany,  we  are  told,  recog- 
nises her  need  of  territorial  expansion,  first  in  Europe  by 
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the  absorption  of  Holland  and  Belgium,  so  as  to  command 
the  mouths  of  the  Rhine,  Meuse  and  Scheldt,  for  the 
protection  and  furtherance  of  her  commerce,  and  by  the 
peaceable  or  forcible  annexation  of  the  German  portions 
of  Austria;  secondly,  by  the  acquisition  of  overseas  coun- 
tries for  colonisation  and  for  markets.  Now  this  expansion 
of  Germany,  so  runs  the  contention,  must  of  necessity 
involve  encroachments  upon  British  territory  and  British 
commercial  interests.  Her  Continental  expansion  would 
involve  a  European  hegemony  that  would  form  a  basis  for 
acquisitions  and  compensations  in  Asia  and  Africa  and  a 
certain  absorption  of  the  Dutch  colonies.  Elsewhere,  as 
in  Asia  Minor,  she  would  be  crossing  our  communications 
or  pressing  on  our  frontiers.  A  possibly  successful  war 
with  France  would  place  her  in  the  position  of  an  in- 
tolerably powerful  neighbour.  It  is  not  surprising  that 
those  who  fashion  for  themselves  with  so  much  confidence 
the  process  of  German  Real  Politik  should  go  farther  and 
impute  to  her  the  more  secret  design  of  invading  England, 
destroying  our  sea  power  and  capturing  our  overseas  pos- 
sessions. What  otherwise,  they  ask,  can  be  the  meaning 
of  the  great  efforts  at  shipbuilding  during  recent  years  ? 
And  so  we  are  led  on  to  a  state  of  mind  which  we 
recognise  as  a  close  replica  of  the  French  panic  of  i860. 
The  veteran  General,  posing  as  political  prophet,  the  in- 
flammatory Press,  the  "services"  infecting  "society"  with 
the  virus  of  anti-Teutonism,  the  Foreign  Office  presumed 
to  possess  "positive  proofs  of  impending  danger,"  as  in 
the  days  of  Palmerston,  a  succession  of  First  Lords  of 
the  Admiralty,  eager  to  magnify  their  office  and  engaged 
in  continual  counting  of  ships  and  gesticulating  across 
the  seas  !  The  same  extravagant  expenditure  on  arma- 
ments, the  same  failure  to  purchase  security,  each  fresh 
Dreadnought  a  fresh  feeder  of  panic. 


The  most  curious  feature  of  the  psychology  of  such  a 
panic  consists  in  the  fact  that  while  its  victims  confidently 
claim  a  power  to  read  the  thoughts  and  intentions  of  "the 
enemy,"  detecting  his  most  secret  machinations,  they  be- 
tray a  complete  inability  to  understand  how  that  "enemy" 
must  read  our  thoughts  and  intentions.  Were  they  not 
thus  restricted  in  their  understanding,  they  would  recog- 
nise that  the  panic-monger  in  Germany  could  use  his 
imagination  to  construct  a  far  more  specious  case  for 
British  hostility  and  British  warlike  intentions  against 
Germany  than  our  panic-mongers  have  at  their  disposal. 
Let  the  British  panic-monger  project  his  credulous,  in- 
flamed imagination  into  a  German  personality.  How 
would  the  policy  of  Britain  then  appear  to  him?  He 
would  then  see  Britain  watching  with  suspicious  eyes  the 
growing  power  and  economic  strength  of  Germany,  resent- 
ing as  an  impertinent  encroachment  upon  "our"  world 
markets  that  increase  of  her  foreign  trade  which  seems 
to  him  a  necessary  provision  for  her  expanding  population, 
thwarting  every  attempt  to  secure  a  share  of  the  few  places 
in  "the  sun"  which  remain  as  yet  unclaimed,  conspiring 
with  her  great  hereditary  enemies  to  hem  her  in,  openly 
menacing  the  sea-power  which  has  become  an  unavoidable 
expense  to  a  nation  which  is  becoming  every  year  increas- 
ingly dependent  upon  oversea  trade  for  supplies  of  foods 
and  materials  and  for  the  disposal  of  her  surplus  manu- 
factures. To  the  German  panic-monger,  conscious  of  the 
perfect  innocence  of  German  intentions,  how  wantonly 
and  brutally  aggressive  must  our  recent  policy  appear. 
In  the  entente  with  France  he  was  convinced  that  he 
detected  a  pledge  of  military  support,  and  the  agreement 
with  Russia — so  sharply  criticised  by  many  English 
Liberals — meant  in  his  eyes  a  malicious  determination  to 
break  the  military  and  naval  power  of  Germany  when  a 
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favourable  opportunity  for  joint  action  should  present 
itself.  Our  intervention  in  the  Morocco  settlement,  in 
contravention  of  our  free-trading  interests,  the  menacing 
tone  of  some  of  our  Ministerial  speeches,  the  impatient, 
somewhat  masterful  attitude  of  our  diplomacy,  accom- 
panied by  constant  comparisons  of  British  and  German 
naval  strength,  could  only  appear  intelligible  on  the  sup- 
position that  an  early  attack  was  contemplated  in 
the  event  of  Germany  attempting  to  build  faster  than 
Great  Britain  thinks  she  ought  to  build.  "But  what  a 
complete  falsification  of  the  actual  motives  and  intentions 
of  our  policy  !  "  exclaims  our  Teutophobe.  It  does  not 
occur  to  him  that  he  may  be  guilty  of  a  tissue  of  mis- 
interpretation corresponding  closely  to  that  which  he 
detects  so  clearly  in  the  German  Anglophobe;  nay,  that 
there  is  a  strong  inherent  likelihood  that  a  two-sided 
"panic"  may  be  fashioned  out  of  no  more  substantial 
material  than  such  mutual  misreading  of  motives. 

But,  it  may  be  objected,  is  it  not  a  fantastic  hypothesis 
to  suppose  that  the  responsible  governors  of  two  great 
educated  civilised  nations  should  so  coincide  in  misrepre- 
senting facts  and  in  falsifying  motives  as  to  enter  on  a 
course  of  policy  so  costly  and  so  perilous  to  the  existence 
of  the  nations  committed  to  their  charge  ?  Is  it  reason- 
able to  regard  the  immense  financial  sacrifices  Germany 
is  now  undergoing  for  her  naval  programme  as  motived 
purely  by  defensive  considerations  and  aiming  merely 
at  the  possession  of  a  fleet  strong  enough  to  protect  her 
growing  commerce  against  the  possible  aggression  of  our 
more  numerous  and  powerful  navy  ?  Confident  as  we 
are  that  no  idea  of  such  aggressive  action  could  ever  enter 
the  mind  of  any  British  statesman,  it  is  doubtless  difficult 
for  us  to  conceive  that  Germans  may  believe  genuinely 
in  its  possibility.     And  yet  it  ought  not  to  be  so  diflficult, 
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when  it  seems  so  easy  for  us  to  impute  a  precisely  similar 
intention  as  a  clear  possibility  of  German  policy.  Here 
we  are  back  once  more  in  the  paralysing  grip  of  the 
psychological  fallacy. 

But,  once  more  it  will  be  urged  upon  us,  are  there 
no  facts  and  avowals  of  hostile  intention  to  justify  the 
imputations  of  aggressive  policy  ?  We  freely  admit  there 
are,  but  it  is  upon  the  dimensions  and  the  character  of 
these  definitely  Jingo  ingredients  in  both  nations  that  we 
rely  for  the  essential  accuracy  of  our  diagnosis  of  the 
panic.  Although  the  general  bonds  of  common  interest, 
commercial,  financial,  moral  and  intellectual,  between  the 
populations  of  every  great  civilised  State  are  growing 
stronger  and  more  numerous  all  the  time,  there  exists 
within  the  body  of  each  nation  certain  nuclei  of  thought, 
sentiment  and  economic  interest  in  conflict  with  these 
harmonising  tendencies.  Some  of  these  are  the  poisonous 
by-products  of  an  imperfectly  evolving  modern  industrial- 
ism, others  are  survivors  of  an  obsolescent  age  of 
militarism  and  national  isolation.  The  professions  of 
arms,  with  the  industries  subsidiary  to  their  purposes, 
naturally,  though  perhaps  insensibly,  incline  to  a 
policy  of  force.  The  military  and  naval  services, 
with  their  close  associations  with  the  aristocratic  and 
the  moneyed  classes  of  society,  are  influences  unfavour- 
able to  disarmament,  both  in  the  influential  circles  of 
politics  and  diplomacy  with  which  they  have  close  personal 
relations,  and  by  a  certain  power  which  sentimental 
traditions  enable  them  to  exercise  upon  the  mind  of  the 
multitude.  The  services  naturally  crave  activity  and  are 
restive  under  a  career  of  futile  preparation.  But  con- 
siderably more  important,  as  a  direct  promoter  of  dis- 
cordant feelings  between  nations,  are  those  businesses 
engaged  in  supplymg  instruments  of  war  to  Governments. 
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In  each  of  the  "great  nations"  the  amount  and  the  pro- 
portion of  the  national  expenditure  upon  armaments  have 
been  rapidly  increasing  within  the  last  generation,  and 
especially  within  the  last  decade.  Great  Britain  stands 
first  in  the  amount  of  this  expenditure,  followed  closely 
by  Germany  and  Russia.  The  recent  growth  of  this 
expenditure  has  absorbed  an  increasing  share  of  the  aggre- 
gate income  of  our  nation,  and  the  proportion  of  our 
industrial  population  engaged  in  industries  dependent 
upon  this  expenditure  is  continually  growing.  The  annual 
expenditure  of  a  sum  considerably  over  seventy  millions,* 
an  increasing  proportion  of  which  passes  through  the 
hands  of  a  few  great  shipbuilding  and  arms  manufacturing 
firms  in  large  and  highly  lucrative  contracts,  involves  the 
recognition  of  a  group  of  well  organised  business  firms 
consciously  dependent  for  profitable  business  upon  the 
maintenance  of  strained  relations  in  foreign  affairs.  Con- 
centrated in  a  few  centres  of  industry,  large  bodies  of 
workmen  find  themselves  dependent  for  employment  and 
wages  upon  the  continuation  or  frequent  recurrence  of 
"scares,"  which  maintain  their  trades.  These  workmen, 
as  political  units,  organise  in  not  a  few  constituencies  to 
bring  pressure  upon  Parliament  to  maintain  the  industries 
which  are  their  livelihood,  and  help  to  undermine  the 
sounder  principles  of  public  economy  among  their  com- 
rades in  the  Trade  Union  movement  and  the  Labour 
Party.  This  dang'er  grows  incessantly  with  the  growing 
magnitude  of  the  expenditure,  the  profits,  and  the  number 
of  workers  employed  in  making  armaments.  Though 
from  the  business  standpoint  it  is  a  matter  of  indifference 
whether  our  national  apprehensions  and  suspicions  are 
directed    against    Germany    or   some    other    Power,    it    is 

*  The  cost  of  the  Indian  army  must  be  added  to  the  sums  that  figure  in 
our  British  estimates. 
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evident  that  these  business  pressures  will  continually  tend 
to  maintain  and  aggravate  whatever  national  animosity- 
happens  at  the  time  to  be  keenest.  The  increasing  millions 
of  money  which  pass  each  year  through  the  British  and 
the  German  treasuries  into  the  accounts  of  influential  and 
closely  organised  contracting  firms,  whose  able,  well- 
informed  directors  can  bring  powerful  influence  to  bear 
upon  politicians  and  the  press,  cannot  be  considered  a 
negligible  factor  in  the  maintenance  of  the  strained 
situation  between  England  and  Germany.  Nor  can 
it  be  considered  an  unreasonable  ground  of  comment 
that  more  than  one  high  official  of  the  Govern- 
ment departments  have  on  retirement  from  the  service 
passed  over  to  the  directorates  of  the  great  contracting 
firms. 

But  the  play  of  these  particular  professional  and  com- 
mercial interests  could  not  suffice  to  inflame  the  passions 
of  two  great  peoples  unless  they  were  provided  with  wide- 
spread material  in  the  shape  of  popular  misconceptions 
regarding  the  political  and  economic  relations  between 
nations.  Recorded  history  has  always  falsely  over- 
emphasised the  wars  and  oppositions  between  nations, 
ignoring  or  disparaging  the  growing  contacts  which  com- 
merce, travel  and  mutual  aid  in  all  the  higher  arts  of 
civilisation  have  been  establishing  and  strengthening  for 
so  many  centuries.  States  and  nations  are  still  regarded 
as  naturally  opposed  alike  in  their  political  and  economic 
activities.  A  false  philosophy  of  history,  claiming  support 
from  misapplied  biology,  has  imposed  on  a  large  semi- 
educated  public  the  belief  that  a  military  and  commercial 
struggle  for  existence  and  for  predominance  is  a  whole- 
some necessity  in  national  life,  that  the  limits  of  the  area 
f)f  human  co-operation  are  set  by  the  conception  of  the 
modern   State  or   Empire,   that  a  peaceful   federation  or 
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society  of  civilised  nations  is  an  impracticable  ideal,  and 
that  in  any  case  a  nation  like  Germany,  proudly  conscious 
of  her  rising  power,  will  not  consent  to  forgo  the  realisa- 
tion  of    her   large   dreams   of   empire   and   hegemony    in 
order  to  take  part  in  any  such  pacific  union.     The  exist- 
ence of  this  disbelief  in  the  possibility  or  desirability  of 
stable   friendly   relations   between    nations    is   a   constant 
source  of  danger.     It  pervades  and  dominates  the  aristo- 
cratic and  traditionally   fighting   classes   in   each    nation, 
from  which  not  only  the  military,   but,  a  still  more  im- 
portant consideration,  the  diplomatic  services  are  recruited. 
The  arts   of   national   diplomacy   are   poisoned   with   this 
disbelief   in   the  possibility   of   honest  continuous  friend- 
ship between  States,  and  with  the  suspicions  and  appre- 
hensions which  an  atmosphere  of  such  disbelief  engenders. 
The  embassies  of  Europe  appear  to  live  in  an  atmosphere 
of  interacting  suspicion  and  prejudice  which,  in  those  very 
quarters    from    which    Governments    seek    expert    advice, 
impairs  the  faculty  of  reasonable  judgment.    The  irrational 
anti-Teutonism,  which  has  succeeded  an  equally  irrational 
anti-Gallicism    and    anti-Russicism    in    our    Continental 
embassies,    has   notoriously   played   a   dangerous   part  in 
influencing   our   recent   foreign    policy.      The   prejudices, 
interests,  the  recklessness,  or  the  sheer  stupidity  of  men 
upon  the  spot  falsely  accredited  with   the  possession  of 
expert  knowledge,  have  on  many  past  occasions  led  this 
country  into  disastrous  courses.     They  still  carry  danger- 
ous weight  in  determining  our  foreign  policy,  as  a  careful 
perusal  of  the  documents  relating  to  the  recent  "Agadir" 
crisis  will  indicate. 

In  these  various  ways  it  has  come  to  pass  that,  though 
nobody  can  point  to  any  concrete  ground  of  quarrel  be- 
tween Great  Britain  and  Germany,  a  notion  prevails  that 
Germany  has  ambitions  and  plans  which  involve  danger 
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to   the    British    Empire   and    require   us   to    maintain    an 
attitude  of  watchful  hostility  towards  her. 

But  the  number  of  persons  in  any  class  who  concern 
themselves  with  the  distinctly  political  or  imperial  con- 
siderations of  their  own  and  other  nations  is  comparatively 
few.  The  present  German  panic  finds  its  chief  popular 
support  in  a  belief  that  the  commercial  interests  of 
the  two  nations  are  antagonistic,  and  that  the  con- 
spicuous advance  made  by  German  manufacturers  and 
merchants  in  the  markets  of  the  world  inflicts  an  injury 
upon  our  national  trade.  This  notion  has  been  sedulously 
fostered  by  the  Protectionist  party  in  this  country.  The 
revival  of  Protectionism  was,  indeed,  closely  coincident 
with  the  rise  of  Germany  as  a  great  manufacturing  and 
exporting  country.  But  the  wider  realisation  of  Germany 
as  our  commercial  enemy  dates  from  the  time  of  the  Boer 
War.  It  was  in  effect  a  sequela  of  the  war.  For  the  harsh 
criticisms  to  which  our  conduct  in  that  war  subjected  us 
from  Continental  nations  left  in  the  breasts  of  "patriotic" 
Britons  a  bitter  legacy  of  anti-foreign  feeling,  which  Mr. 
Chamberlain  found  it  easy  to  direct  into  economic  channels 
when  he  floated  his  Protectionist  proposals.  As  the  Pro- 
tectionist campaign  proceeded,  Germany  came  to  figure 
more  and  more  as  our  dreaded  rival,  the  chief  of 
"dumpers,"  plotting  incessantly  to  "steal"  our  home 
markets  or  to  "oust"  us  from  the  neutral  markets  of  the 
world.  In  glowing  colours  were  portrayed  her  scientific 
and  technical  efficiency,  the  industry,  thrift,  and  prosperity 
of  her  manufacturing  classes,  the  highly  organised,  up-to- 
date  quality  of  her  mills,  the  full  employment  of  her  in- 
dustrial population,  'ilie  superior  efficiency  of  Germany 
under  the  new  conditions  of  the  world-struggle  for  markets 
was  everywhere  contrasted  with  the  slackness  and  neglect 
of  science  among  our  employers,  the  idleness  and  lack  of 
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discipline  among  our  wage-earners.  British  supremacy 
in  commerce  was  doomed  to  fall  before  the  attack  of  this 
vigorous  German  rival,  unless  we  were  prepared  to  fight 
her  with  her  own  weapons,  the  chief  of  which  was  a 
protective  tariff  designed  to  exclude  her  goods  from  com- 
petition in  the  markets  of  the  British  Empire.  This  in- 
cessant parade  of  Germany  as  our  commercial  enemy, 
maliciously  engaged  in  plots  to  undermine  our  industry 
and  commerce,  undoubtedly  produced  a  state  of  feeling 
prepared  to  accept  the  hostile  political  and  military  sug- 
gestions of  the  last  few  years.  The  panics  of  the  last 
two  years  would  have  been  impossible  except  for  the  anti- 
German  sentiment  fostered  by  the  long  Protectionist 
campaign.  It  is,  therefore,  of  supreme  importance  to 
designate  quite  clearly  the  nature  of  the  delusion  by  which 
a  hostile  significance  has  been  imparted  to  the  innocent 
proceedings  of  international  commerce  in  which  English- 
men and  Germans  have  engaged.  The  delusion  has  two 
main  roots.  The  first  is  that  foolish  confusion  of  political 
and  economic  entities  which  treats  nations  as  commercial 
units.  The  stress  laid  by  both  parties  to  the  fiscal  con- 
troversy upon  tables  of  import  and  export  trade,  in  which 
nations  are  represented  as  if  they  were  trading  firms  buy- 
ing from  and  selling  to  one  another,  has  lent  support  to 
this  most  injurious  fallacy.  This  setting  has  served  first 
to  give  false  severance  and  false  prominence  to  a  section 
— and  that  the  smaller  section  of  most  trades  in  each 
country,  viz.  the  export  trade;  and,  secondly,  to  suggest 
that  Great  Britain,  France,  Germany,  America,  etc.,  are 
competing  trading  firms.  Now  this  is  a  complete  per- 
version of  the  facts.  Great  Britain  is  not  competing  with 
Germany  for  the  sale  of  machinery  in  Canada,  or  with 
the  United  States  for  the  sale  of  cotton  goods  in  China. 
Some   private    English    firms   are   competing   with   some 
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private  German  or  American  firms  in  these  lines  of  com- 
merce. But  a  far  closer,  more  constant,  and  more  "cut- 
throat "  rivalry  is  maintained  between  the  several  English 
firms  competing  with  one  another  for  this  business 
than  between  the  English  and  the  German  or  American 
firms.  For,  normally,  the  competition  must  be  keener 
betw^een  firms  well  acquainted  with  each  other  and  doing 
their  work  under  closely  similar  conditions  by  closely 
similar  methods.  The  treatment,  therefore,  of  England 
and  Germany,  or  any  other  nations,  as  hostile  trade  com- 
petitors is  a  complete  falsification  of  the  facts.  If  com- 
plete Free  Trade  existed  throughout  the  world  the  fallacy 
would  be  too  evident  to  deceive  anyone.  It  only  receives 
a  semblance  of  support  from  the  interference  which 
Governments  make  with  the  full  freedom  of  commercial 
relations  between  their  citizens  and  those  of  other  countries 
by  imposing  tariffs  or  conferring  bounties,  or  by  other 
restrictions  of  a  similar  kind.  But  injurious  as  such 
Governmental  restrictions  are,  they  cannot  reasonably 
afTord  the  least  support  to  the  view  which  represents  the 
participation  of  German  and  British  subjects  in  world 
commerce  as  a  relation  of  international  hostility.  Such 
interferences  are,  after  all,  minor  barriers  and  detractions 
in  the  great  process  of  co-operation  which  underlies  all 
processes  of  commerce,  whether  conducted  within  a 
single  political  area  or  across  the  border  of  two  political 
areas. 

But  associated  with  this  first  fallacy  is  the  even  deeper 
rooted  one  which  assumes  that  the  progress  of  German 
manufacturers  and  traders  in  industrial  and  commercial 
development  has  been,  is,  and  will  be,  detrimental  to  the 
interests  of  British  manufacturers  and  traders.  The  basis 
of  this  delusion  is,  of  course,  the  conviction  that  there  is 
not  enough  world  market  for  all  the  sellers  of  all  nations 
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to  sell  their  wares,  and  that,  therefore,  a  wise  Government 
will  reserve  the  home  market  for  its  own  traders,  while 
its  foreign  policy  will  be  directed  to  securing  for  them 
as  large  a  share  as  possible  of  colonial  and  foreign  markets. 
Now,  since  all  commerce  consists  essentially  in  the  ex- 
change of  one  sort  of  goods  for  another,  the  notion  that 
the  number  of  sellers  and  the  quantity  of  supply  can  in 
general  exceed  the  number  of  buyers  and  the  quantity 
of  demand  implies  a  misunderstanding  of  the  elementary 
logic  of  commerce.  The  delusion  receives,  no  doubt,  a 
fictitious  support  from  the  miscalculations  of  certain  groups 
of  traders,  and  from  the  rush  of  excessive  quantities  of 
capital  and  labour  into  certain  employments,  which  thus 
turn  out  a  rate  of  output  larger  than  can  secure  a  profit- 
able market.  But  the  belief  that  the  aggregate  trade  of 
this  or  any  other  country  can  be  enhanced  or  made  more 
profitable,  either  by  a  protective  governmental  policy  or 
by  the  expensive  and  hazardous  employment  of  public 
force  in  securing  exclusive  or  preferential  markets  in 
foreign  countries,  has  no  foundations  in  reason  or 
experience. 

Because  some  of  the  statesmen  and  commercial  classes 
in  other  nations,  less  experienced  than  ourselves  in  the 
delicate  and  complex  conditions  of  foreign  trade,  have 
succumbed  to  this  delusion,  and  have  thereby  inured  their 
minds  to  regard  foreign  commerce  as  a  rivalry  of  nations 
instead  of  an  international  co-operation  of  individual  pro- 
ducers and  consumers,  it  is  not  wise  or  necessary  that 
we,  having  adopted  and  practised  a  more  enlightened 
policy,  should  allow  ourselves  to  be  sucked  into  so 
injurious  a  vortex  of  fallacious  thought  and  feeling.  Until 
we  can  substitute  for  the  false  conception  of  England  and 
Germany  as  rival  merchants  the  true  conception  of 
Englishmen    and    Germans   as    common    participators    in 
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every  improvement  of  technique,  every  development  of  a 
new  territory,  every  opening  up  of  a  new  market  in  which 
any  one  of  them  may  be  engaged,  we  shall  not  secure  that 
sense  of  amity  and  fellowship  which  is  the  proper  spiritual 
counterpart  of  international  commerce.  So  long  as  we 
remain  shortsighted  enough  to  resent  the  proposals  of 
Germany  to  develop  territory  in  Asia  Minor,  or  to  get 
her  share  of  the  business  of  road-making  in  China,  as 
detrimental  to  the  economic  interests  of  our  countrymen, 
we  shall  be  called  upon  to  undergo  from  time  to  time  the 
expense,  the  anxiety  of  mind  and  the  moral  degradation 
of  these  anti-German  scares,  worked  up  to  an  inflam- 
matory point  by  the  activities,  interests  and  fears  of 
particular  professional,  political  and  commercial  groups 
within  the  nation,  which  stand  in  perpetual  conflict  with 
the  welfare  and  the  safety  of  the  nation  as  a  whole. 

In  conclusion,  I  would  say  that  the  use  of  the  term 
"panic"  here  in  its  application  to  the  feelings  of  our 
people  towards  Germany  is  liable  to  misapprehension. 
There  has  been  no  popular  panic.  The  irrational  excite- 
ment of  feeling  that  deserves  that  name  has  always  been 
confined  to  certain  grades  of  temper  and  intelligence  in 
the  various  classes  of  which  our  nation  is  composed.  Even 
among  those  who  profess  to  believe  that  Germany  has 
definite  intentions  of  breaking  the  European  peace  as 
soon  as  she  feels  strong  enough,  and  that  a  British-German 
war  is  inevitable,  there  is  a  large  factor  of  make-believe. 
The  idea  is  enlertained  more  as  a  stimulating  possibility 
useful  for  "waking  up"  England,  or  even  for  the  agree- 
able sensational  reading  it  affords,  than  as  a  clear  con- 
viction which  must  dominate  the  mind  and  mould  the 
(•nlirc  activities  of  the  nation  thus  devoted  to  the  supreme 
task  of  self-defence.  Those  sincerely  panic-stricken  are 
few  in  number,  though  those  who  talk  of  tlic  early  likeli- 
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hood  of  such  a  debacle  are  numerous  enough.  In  the 
general  mind  infected  more  weakly  with  the  poison  of 
this  anti-Teutonism  a  good  deal  of  quiet  scepticism 
remains.  The  incitements  even  of  the  foremost  party 
politicians,  the  stimulative  Jingoism  of  the  presis,  the 
"territorial"  activities,  the  propaganda  of  the  various 
service  leagues,  are  not  taken  in  dead  earnest.  There 
is,  no  doubt,  among  certain  classes  in  this  country  an 
unfriendly  feeling  towards  Germany  conceived  as  a 
political,  and  still  more  as  a  commercial,  nation,  but 
in  no  section  of  our  commercial  and  industrial  classes 
does  there  lurk  as  yet  any  definite  hostility  of  pur- 
pose or  any  clear  belief  in  the  "inevitability"  of  con- 
flict. Indeed,  among  our  intelligent  business  classes, 
never  more  prosperous  than  at  the  present  time,  a  grow- 
ing feeling  of  impatience  is  exhibited  with  the  political 
manufacturers  of  ill-will  who  disturb  the  confidence  which 
is  so  good  for  trade.  The  organised  portion  of  the  work- 
ing classes,  again,  sees  in  the  German  scare  nothing  but 
a  familiar  move  in  the  high  game  of  politics,  by  which 
the  employing  and  possessing  classes  endeavour  to  divert 
the  force  of  popular  demands  for  drastic  social  reforms 
by  thrusting  to  the  front  of  the  political  stage  one  of  the 
sensational  issues  of  foreign  policy  kept  for  that  purpose. 

But,  though  the  panic  is  thus  confined  in  area  and  is 
set  in  an  atmosphere  of  half-belief  or  actual  scepticism, 
history  shows  it  to  contain  real  elements  of  peril.  For 
the  hostility  of  feeling  prevalent  in  certain  confined 
influential  circles  may  be  raised  at  any  time  to  the  true 
panic  point  by  some  chance  incident,  and  this  inflam- 
matory state  of  mind  may  kindle  a  wider  sentiment  of 
popular  excitement,  which,  once  kindled,  spreads  almost 
automatically  over  the  lighter-minded  masses.  Much, 
however,  could  be  done  to  prevent  these  panics  if  those 
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exposed  to  their  inroads  could  be  instructed  in  their  origins 
and  methods,  and  if  they  could  learn  enough  of  history 
to  understand  upon  what  slender  evidences  political  and 
military  authorities  have  in  the  past  based  the  fears  and 
suspicions  which  have  formed  the  material  of  panics. 
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I  HAVE  been  asked  by  the  Cobden  Club  to  describe  the 
revolt  in  our  country  against  the  recent  Aldrich  Tariff. 
The  significance  of  that  revolt  cannot  be  estimated  cor- 
rectly without  a  preliminary  review  of  the  causes  of  popular 
discontent,  of  the  evil  methods  employed  in  the  framing 
of  the  Aldrich  Bill,  and  of  the  nature  of  the  changes  made. 
The  present  generation  in  Great  Britain  may  have  for- 
gotten the  extremities  of  the  situation  which  forced  the 
repeal  of  the  Corn  Laws;  but  the  facts  which  I  shall 
adduce  will  give  them  a  striking  example  of  the  truth  that 
a  high  protective  tariff  is  much  easier  to  get  than  to  get 
rid  of. 

CAUSES    OF    DISCONTENT   AND    PROMISED    REMEDY 

The  tariff  advocate  in  our  country,  deceived  by  the 
delusion  that  the  gigantic  prosperity  of  the  few  is  really 
the  prosperity  of  the  many,  ascribes  all  wealth  to  high 
protection.  However,  we  have  an  empire  of  fifty  separate 
States  and  Territories,  thirty  times  the  area  of  Great 
Britain,  sparsely  populated  as  compared  with  your  dense 
population,  of  all  varieties  of  soil  and  climate,  and  without 
a  custom  house  between  any  of  the  States.  Within  this 
Free  Trade  area  more  corn,  wheat,  tobacco,  cotton,  coal, 


petroleum,  lead,  pig  iron,  steel,  and  copper  are  produced 
than  in  any  other  country  in  the  world.  Despite  these 
great  natural  advantages  over  you  toward  procuring  cheap 
necessaries  of  life,  the  cost  of  living,  according  to  Brad- 
street's  Index,  increased,  between  July  i,  1896,  and 
January  i,  1909,  about  50  per  cent.,  or  nearly  four  times 
as  rapidly  as  in  Great  Britain.  What  is  the  cause  of  this 
difference  in  the  comparative  increase  of  prices  ? 

Commencing  with  our  Civil  War,  more  than  one-half 
of  all  the  national  land  grants  have  been  made  to  railroad 
companies,  and  from  these  companies  a  considerable  pro- 
portion of  the  land  has  passed  into  the  hands  of  a  few 
thousand  powerful  men  and  great  corporations.  Thus 
ownership  of  natural  resources  and  the  raw  material  of 
manufactures  has  been  gained  by  those  already  in  control 
of  means  of  transportation.  These  monopolists,  by  being 
sheltered  behind  a  tariff  wall  from  foreign  competition, 
have  thus  been  able  to  crush  out  home  competition  and 
to  fix  their  prices  at  the  highest  mark  the  home  market 
would  endure.  One  step  farther  has  the  influence  of  the 
tariff  gone.  The  great  gains  thus  made  possible  have  so 
appealed  to  the  cupidity  of  the  monopolists,  that  they 
have  not  hesitated  to  hack  down  our  forests,  thus  destroy- 
ing our  water  supply,  nor  to  denude  our  soil,  nor  to 
exhaust  our  mineral  deposits,  and  thereby  to  rob  not  only 
us,  but  our  children's  children. 

These  combinations  which  have  thus  seized  upon  the 
natural  resources  of  the  country  are  the  only  ones  in  the 
United  States  which  have  secured  in  recent  years  any  great 
material  benefits  from  protective  tariffs.  They  have 
formed,  and  are  now  forming,  hundreds  of  subsidiary 
finishing  companies  to  use  their  raw  materials.  Thus 
manufacturing  their  own  raw  material,  they  can  easily 
crush  out  the  small  manufacturers  dependent  upon  them 
for  the  raw  material  of  their  finished  products.     Was  ever 


a  system  better  devised  than  this  to  reduce  small  manu- 
facturers to  industrial  slavery? 

The  financial  crisis  of  October,  1907,  gave  our  people  a 
period  of  disillusionment  conducive  to  candid  examination. 
Such  examination  showed  that  the  employes  of  the 
Pressed  Steel  Car  Company,  the  tin  plate  mills,  and  the 
Bethlehem  Steel  Company  were  receiving  hardly  a  living 
wage.  The  cotton  operatives — men,  women,  and  children 
— received  an  average  weekly  wage  of  only  $6.47.  Thirty 
per  cent,  of  the  working  men  in  the  State  of  New  York 
were  out  of  employment  in  May,  1908;  and  the  Pittsburg 
Survey  showed  conditions  in  the  Pittsburg  district — the 
pride  of  the  Protective  system — that  were  sickening. 

Cries  went  up  to  the  Republican  Party  for  relief. 
Labour  said:  "You  protect  property,  and  we  starve  be- 
cause of  high  prices.  Give  us  cheaper  food  and  a  law 
checking  immigration." 

The  small  manufacturers  said  :  "  We  are  not  dealt  with 
fairly  by  those  who  control  our  raw  materials.  They  not 
only  establish  finishing  companies  themselves,  but  they 
sell  raw  material  to  our  foreign  competitors  at  lower  rates 
than  to  us.  Give  us  free  raw  materials,  and  we  will  capture 
the  markets  of  the  world."  Even  the  heads  of  families 
came  forward  saying:  "Why  does  President  Roosevelt 
arraign  us  for  Race  Suicide  when  with  the  increased  price 
of  living  we  can  scarcely  support  one  child  ?  " 

Under  these  conditions  the  Republican  National  Con- 
vention, which  met  at  Chicago  in  1908,  put  forth  the 
following  statement : 

"The  Republican  Party  declares  unequivocally  for 
the  revision  of  the  tariff  by  a  special  session  of  Con- 
gress immediately  following  the  inauguration  of  the 
next  President.  ...  In  all  tariff  legislation  the 
true  principle  of  Protection  is  best  maintained  by  the 


imposition  of  such  duties  as  are  equal  to  the  difference 
between  the  cost  of  production  at  home  and  abroad, 
together  with  a  reasonable  profit  for  American  in- 
dustries." 

The  revision  which  the  consumer  demanded  and  sup- 
posed he  was  to  receive  was  a  downward  revision.  Mr. 
Taft  in  his  campaign  speeches  encouraged  this  popular 
belief,  and  was  elected  upon  his  promises;  but  his  party,  as 
we  shall  see,  failed  to  redeem  those  pledges. 

HOW    THEY    MADE    THE    TARIFF 

One  of  the  blessings  of  Free  Trade  is  that  it  saves  a 
nation  from  the  corruption  which  accompanies  the  passage 
of  a  protective  tariff.  The  strongest  factors  in  American 
politics  are  the  secret  all-powerful  forces  that  manipulate 
both  political  parties  to  accomplish  their  designs.  Mr.  La 
Follette,  of  the  United  States  Senate,  has  publicly  stated 
that  the  representatives  of  the  greatest  trusts  in  our  country 
were  present  at  each  of  the  conventions  of  the  two  political 
parties  in  1908  to  see  that  their  interests  were  cared  for. 

What  is  your  combination  of  liquor  sellers  in  Great 
Britain  in  comparison  ?  Conceive  of  two  or  three  hundred 
trusts  interested  in  tariff  legislation  owning  billions  of 
property,  employing  millions  of  men,  with  hundreds  of 
officers  and  stockholders  largely  interested  in  the  banks 
and  railways  of  the  country  and  giving  millions  of  dollars 
yearly  to  public  and  private  charities.  Conceive  of  the 
ever-growing  power,  of  the  ever-growing  consideration 
for  that  power,  and  you  can  realise  how  omnipotent  is 
an  alliance  between  such  power  and  the  Government,  how 
perilous  is  such  an  alliance  to  the  liberties  of  the  citizen. 

Making  a  tariff  plank  in  a  National  platform  is  com- 
paratively easy  work,  but  the  drafting  of  nearly  eight  hun- 
dred sections  of  a  tariff  law,  and  tlie  fixing  of  the  difference 
in  the  cost  of  production  between  here  and  abroad  of  about 


four  thousand  dutiable  articles,  ought  to  be  a  work  of  at 
least  ten  years.  In  Germany  they  appointed  a  commission 
of  thirty-two  men,  and  these  laboured  five  years  examining 
two  thousand  experts  before  their  Bill  was  ready  for  the 
Reichstag,  where  it  was  discussed  for  ten  months.  Now 
notice  the  speed  of  our  tariff  makers.  President  Taft  con- 
vened Congress  in  special  session  on  March  15,  1909,  and 
the  Tariff  Bill  was  passed  by  the  House  of  Representatives 
April  10,  1909,  few  members  having  even  read  all  of  its 
provisions.  This  special  session  not  only  disposed  of  the 
tariff  in  twenty-five  days,  but  during  its  first  fortnight's 
existence  five  thousand  bills  on  other  subjects  were  intro- 
duced. 

However,  the  Committee  on  Ways  and  Means  had 
given  public  hearings  on  the  tariff  from  November  10, 
1908,  to  December  24,  1908.  Nine-tenths  of  all  the  wit- 
nesses appearing  before  the  committee  either  asked  for  an 
increase  of  duties  on  their  productions,  or  that  the  duties 
should  not  be  reduced.  The  consumers  were  absolutely 
unrepresented.  A  very  few  witnesses  gave  the  average 
day  wage  cost  in  their  factories  as  compared  with  their 
competitors  abroad,  but  there  was  no  evidence  before  the 
committee  showing  the  comparative  use  of  machinery  or 
of  patents,  the  product  of  the  day's  w^ork,  the  comparative 
cost  of  living,  or  the  comparative  cost  per  unit. of  pro- 
duction. There  is  not  in  the  Aldrich  Act  a  single  article 
where  the  duty  has  been  determined  by  the  difference  be- 
tween the  cost  of  production  at  home  and  abroad. 

Many  members  of  the  Ways  and  Means  Committee  of 
the  House  were  pecuniarily  interested  in  one  or  another 
schedule — one  in  tobacco,  another  in  olives,  a  third  in 
lumber.  Senators  and  Representatives  acting  on  behalf  of 
private  interests  appeared  before  the  committee,  and  asked 
for  duties  on  their  clients'  products.  In  the  midst  of  this 
carnival    of    greed    and    corruption    Joseph    G.    Cannon, 


8 

Speaker  of  the  House,  and  likewise  general  of  the  forces  of 
special  privilege,  descended  from  the  Chair,  and,  with  all 
the  force  that  violent  language  and  the  influence  of  his 
office  could  lend,  attempted  to  block  the  passage  of  an 
amendment  removing  the  duties  on  "petroleum  and  its 
products."  He  was  unsuccessful,  but  when  the  amend- 
ment reached  the  Senate  with  the  main  Bill  it  contained 
what  we  call  a  "Joker,"  in  a  provision  for  putting  only 
"petroleum  crude  and  refined"  on  the  free  list,  omitting 
the  words  "its  products,"  which  number  about  two 
hundred. 

Nelson  W.  Aldrich,  Chairman  of  the  Finance  Com- 
mittee in  the  Senate,  represents  Rhode  Island,  the  best 
example  we  now  possess  of  the  rotten  borough  system. 
He  is  a  multi-millionaire,  a  business  associate  of  the 
Guggenheims,  Thomas  F.  Ryan  and  J.  D.  Rockefeller, 
Jr.,  and  interested  in  many  tariff-protected  industries.  At 
least  twenty-five  of  Mr.  Aldrich's  fellow  Senators  are 
directly  interested  in  either  coal,  lead,  steel,  iron,  iron  ore, 
zinc,  wool,  woollens,  cottons,  linens,  lumber,  oil,  cattle, 
carbons,  paper,  glass,  or  powder.  On  his  Finance  Com- 
mittee, before  which  the  Tariff  Bill  came,  were  representa- 
tives of  manufactures  in  the  East,  and  wool,  fruit,  and 
mining  interests  in  the  far  West,  only  two  Senators  from 
the  middle  West,  and  not  a  single  Democrat  from  the 
northern  states. 

Mr.  Aldrich's  methods  were,  to  say  the  least,  peculiar. 
He  held  no  hearings,  took  no  evidence,  furnished  no  in- 
formation to  the  Senate,  suppressed  the  report  from  the 
German  Government  on  cost  of  production,  made  no  ex- 
planation of  his  action  in  increasing  rates,  and  refused  to 
confer  or  to  permit  his  Republican  associates  to  confer  with 
the  Democratic  members  of  his  committee.  When  the 
Tariff  Bill  came  up  from  the  House  on  April  lo,  Mr. 
Aldrich  reported  it  with  his  amendments  to  the  Senate  on 


April  12,  before,  as  Senator  Daniel  said  on  the  floor  of  the 
Senate,  the  Democratic  members  of  the  Finance  Committee 
had  an  opportunity  to  read  it  or  to  know  anything-  about  its 
contents.  In  presenting  it  he  coolly  discussed  only  the 
single  subject  as  to  whether  it  would  provide  sufficient 
revenue  for  the  Government.  The  inference  that  he 
apparently  desired  should  be  drawn  from  his  remarks  was 
that  a  revision  downward  would  cause  a  deficit.  One 
would  have  thought  from  the  tenor  of  his  speech  that  the 
duties  were  laid  for  revenue  only,  when,  in  fact,  probably 
one-half  of  the  schedules  were  practically  prohibitive  of 
imports  and  so  of  revenue. 

Here  we  may  notice  that  Great  Britain  in  1907-8  raised 
a  large  revenue  on  a  simple  schedule  of  about  twenty 
commodities,  which  did  not  compete  with  home  products 
and  which  profited  no  producer,  while  our  tariff  covers 
about  four  thousand  dutiable  articles  which  compete  with 
those  produced  in  this  country  and  upon  which  duties  are 
levied  not  for  revenue,  but  for  the  benefit  of  our  producers 
to  the  amount  of  a  billion  and  a  half  dollars. 

As  Mr.  Aldrich  presented  schedule  after  schedule  of 
his  Bill,  the  Senators  noticed  the  increased  duties  and 
requested  explanations.  When  none  was  given,  Senator 
after  Senator  from  the  middle  West  rose,  and  in  masterly 
argument  exposed  the  iniquities  of  the  Bill.  These  Sena- 
tors are  the  ones  now  known  as  the  Insurgents  or  Pro- 
gressive Senators. 

The  House  Bill  with  847  Senate  amendments  was 
passed  by  the  Senate  on  July  8 — 45  voting  yea,  34  nay,  and 
13  not  voting.  The  House  not  concurring  with  the  amend- 
ments, and  the  Senate  insisting  upon  them,  a  conference 
was  agreed  upon.  In  the  appointments  to  this  conference 
the  usual  method  of  taking  the  first  five  members  both 
from  the  Senate  Finance  Committee  and  from  the  Ways 
and  Means  Committee  of  the  House  was  ijrnored.     The 
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Insurgents  allege  that  it  was  agreed  between  Mr.  Aldrich 
and  Speaker  Cannon  that  the  Aldrich  Bill  and  its  amend- 
ments should  be  substituted  for  the  Payne  Bill  of  the 
House.  Mr.  Cannon  was  given  the  selection  of  seven 
members  at  large,  and  chose  them  with  such  care  that  522 
of  the  Senate  amendments  were  adopted  and  201  more 
approved  with  slight  change.  The  conference  report  was 
presented  to  the  House  on  July  30,  and  was  adopted  on 
the  day  following  by  a  vote  of  195  to  183,  10  not  voting. 
It  was  adopted  in  the  Senate  on  August  5  by  a  vote  of  70 
to  22,  and  received  the  President's  signature  the  same  day. 

AN    UPWARD    REVISION 

The  Aldrich  Bill  re-enacts  the  duties  of  the  Dingley 
Law,  applying  to  about  70  per  cent,  of  the  total  dutiable 
imports,  and  increases  the  duties  on  about  half  of  the 
remainder.  The  increases  are  of  great  importance  to  the 
consumer ;  while  most  of  the  decreases,  like  those  on  sugar, 
iron,  and  steel,  are  of  no  value  since  they  leave  the  duty 
still  practically  prohibitive  of  imports.  The  imports, 
which  in  1907  under  the  Dingley  Law  produced 
$275,741,505  of  revenue,  under  the  rates  of  the  new  law 
would  pay  duties  to  the  amount  of  $279,929,985.  The 
reduction  in  the  average  rate  of  duty  on  dutiable  goods 
under  the  Dingley  Act  dropped  -8  of  i  per  cent,  annually 
for  the  last  ten  years  before  the  Aldrich  Act  took  effect  on 
August  5,  1909.  For  the  first  nine  months  of  the  Aldrich 
Act  the  decrease  was  only  .39  of  i  per  cent.  When  it 
became  apparent  that  there  would  be  no  relief  from  re- 
vision, the  prices  of  commodities  rose  rapidly ;  and  between 
January  i,  1909,  and  January  i,  1910,  according  to  Brad- 
street's  Index,  there  was  an  increase  of  11-7  per  cent.  A 
downward  revision  was  promised  and  voted  for  by  the 
people,  and  then  cast  aside  without  the  slightest  com- 
punction. 
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The  changes  made  in  the  Dingley  rates  relating  to  wool 
and  manufactures  of  wool  affected  less  than  $12,000  worth 
out  of  a  total  importation  of  over  $62,000,000  of  dutiable 
goods.  The  duties  on  w'oollens  run  from  75  per  cent,  to 
200  per  cent.,  and  average  about  three  to  seven  times  the 
entire  wage  cost  in  the  manufacture  of  the  cloth.  Because 
of  the  compound  duties  imposing  specific  duties  upon  the 
yard  and  the  pound  in  addition  to  ad  valorem  duties,  the 
poor  man's  winter  flannels  pay  a  duty  of  147-67  per  cent., 
while  the  rich  man's  of  a  higher  grade  pay  a  duty  of 
86-39  per  cent.  This  kind  of  injustice  runs  through  the 
entire  schedule.  Because  of  these  terrible  duties  on  the 
cheaper  grades  of  woollen  cloth  our  labouring  men  must 
forego  wool,  and  in  our  severe  winters  go  clad  in  cloth 
made  largely  of  cotton  or  shoddy.  We  are  beginning  to 
ask,  in  the  language  of  old  Matthew  Paris:  "Shall  the 
ribs  of  our  people  ever  be  warmed  again  by  the  fleeces  of 
our  sheep  ?  " 

In  the  debates  in  the  Senate  Mr.  Aldrich  declared  the 
Dingley  rates  on  wool  and  woollens  to  be  the  citadel  of 
protection.  They  are  the  citadel  of  corruption.  Several 
months  before  Congress  met  in  extra  session  to  revise  the 
tariff  the  wool  producers  and  woollen  manufacturers  met 
at  Chicago  and  decided  that  there  should  be  no  change 
in  the  tariff  rates  affecting  their  industry.  Do  you  doubt 
what  methods  they  employed  to  accomplish  this?  If  you 
do,  read  the  humiliating  words  of  our  President,  uttered 
at  Winona,  Minn.,  on  September  17,   1909: 

"When  it  came  to  the  question  of  reducing  the 
duty  at  this  hearing  in  this  tariff  Bill  on  wool,  Mr. 
Payne,  in  the  House,  and  Mr.  Aldrich,  in  the  Senate, 
although  both  favoured  reduction  in  the  schedule, 
found  that  in  the  Republican  party  the  interests  of 
the  wool  growers  of  the  far  West  and  the  interests  of 
the  woollen  manufacturers  in  the  East  and  in  the  other 


12 

States,  reflected  through  their  representatives  in  Con- 
gress, were  sufficiently  strong  to  defeat  any  attempt 
to  change  the  woollen  tariff,  and  that,  had  it  been 
attempted,  they  would  have  beaten  the  Bill." 

The  average  ad  valorem  rate  of  duty  upon  the  cotton 
schedule  under  the  Dingley  Bill  of  1897  was  44.84  per 
cent.  This  was  increased  by  the  Aldrich  Act  to  50.62 
per  cent.,  an  increase  of  5.78  per  cent.  This  increase 
affected  fifty-eight  different  rates,  the  duties  being  raised 
upon  hosiery,  mercerised  goods,  and  many  others  in 
amounts  from  25  per  cent,  to  96  per  cent.  Duties  on 
certain  kinds  of  cheap  dress  goods,  selling  from  twelve  to 
twenty-five  cents  per  yard,  were  advanced  by  the  Aldrich 
Bill  from  27  per  cent,  to  121  per  cent.  The  labour  cost  per 
operative  in  cotton  manufactories  is  the  lowest  of  any  of 
our  industries,  amounting  to  only  21  per  cent,  of  the  value 
of  the  entire  product,  while  the  ad  valorem  rate  of  duties, 
as  we  have  seen,  is  over  50  per  cent. 

According  to  computations  recently  prepared  by  Mr. 
H.  E.  Miles,  formerly  Chairman  of  the  Tariff  Committee 
of  the  National  Association  of  Manufactures,  the  Glucose 
Company — a  Rockefeller  trust — receives  protection  on  its 
product  of  55  per  cent.  Its  entire  wage  cost  is  only  7  per 
cent.  With  no  imports  and  three  million  of  exports,  after 
paying  all  its  wage  cost  out  of  the  protection  afforded  it, 
it  can  still  drop  the  difference  of  48  per  cent,  as  clear 
tariff  gain  into  its  treasury. 

Likewise  the  Linseed  Oil  Trust,  another  Rockefeller 
combination,  is  protected  to  the  amount  of  37.5  per  cent. 
The  entire  wage  cost  of  its  product  is  only  3  per  cent. 

The  Sugar  Trust  is  protected  by  a  duty  of  71  per  cent, 
on  its  refined  product,  which  is  practically  prohibitive  of 
imports,  while  the  entire  wage  cost  of  refining  paid  by 
this  short-weigiU  criminal  conspirator  is  only  3  per  cent. 

These  are  only  a  few  of  the  examples  which  might  be 
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gathered  to  illustrate  the  skyscraper  duties  of  the  Aldrich 
Tariff  and  the  huge  monopolies  that  are  being  fostered  by 
it.  Are  you  going  to  create  such  insatiable  monsters  as 
these  in  Great  Britain  to  rob  your  small  manufacturers 
and  your  consumers  ? 

IT  IS  NOT  A  REVOLT,    IT  IS  A  REVOLUTION 

While  the  Tariff  debates  were  proceeding  in  the  Senate 
there  appeared  in  the  editorial  columns  of  the  New  York 
Sun  this  life-like  description  of  the  attitude  of  the 
American  consumer  : 

"He  sits  tight,  has  a  look  of  oriental  composure, 
does  not  organise,  and  is  respected  by  statesmen  of 
both  sides  as  a  necessary  but  at  the  same  time  not 
at  all  troublesome  detail." 

After  the  passage  of  the  Bill,  Mr.  Cannon,  Speaker 
of  the  House,  resting  his  judgment  upon  the  stolid  trust 
and  unquestioning  support  of  the  Republican  machine  and 
the  inability  of  the  people  to  understand  the  iniquities  and 
intricacies  of  his  Tariff  Bill,  said:  "Everybody  is  glad 
except  the  kicker,  and  we  will  not  tinker  with  it  in  my 
judgment  for  the  next  decade." 

Senator  Cummins,  of  Iowa,  with  clearer  appreciation  of 
the  meaning  of  the  quiet  attitude  of  the  people,  said : 
"But  there  will  come  a  time  presently  when  the  clamour  of 
the  millions  who  want  some  relief  will  sound  like  the  roar 
of  a  thousand  Niagaras  from  one  ocean  to  the  other." 

President  Taft  well  knew  that  he  had  construed  the 
words  of  his  party's  platform  as  calling  for  a  substantial 
reduction  of  the  tariff  duties,  and  should  have  frankly 
acknowledged  the  betrayal  of  his  party's  promises.  Grover 
Cleveland,  elected  President  in  1892  upon  a  Democratic 
platform  pledging  an  honest  and  effective  revision  of  the 
tariff  in  the  interest  of  consumers,  bravely  declared  that  the 
Wilson  Bill  was  an  act  of  "perfidy  and  dishonour,"  and 
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refused  to  sign  it.  But  President  Taft  under  the  same 
circumstances  signed  the  Aldrich  Bill,  and  started  on  a 
tour  of  the  country  explaining  and  defending  its  pro- 
visions. At  Winona,  Minn.,  September  17,  1909,  he 
said:  "On  the  whole,  however,  I  am  bound  to  say  that  I 
think  the  Payne  Tariff  Bill  is  the  best  Tariff  Bill  that  the 
Republican  Party  ever  passed.  ...  I  did  not  agree, 
nor  did  the  Republican  Party,  that  we  would  reduce  prices 
by  the  introduction  of  foreign  competition.  That  is  what 
the  Free  Traders  desire.  .  .  .  But  that  is  not  what  the 
Republican  platform  promised." 

The  Republicans  of  the  middle  West  were  disillusioned 
and  angry.  His  ill-advised  words  alienated  tens  of  thou- 
sands of  his  supporters.  The  consumers  had  no  day  be- 
fore Congress,  but  they  have  been  heard  from  at  the  ballot 
box.  The  Republican  Press,  which  until  recently  has 
been  controlled  in  great  part  by  The  System,  has  severely 
criticised  the  Aldrich  Bill.  In  February,  1910,  the 
Chicago  Daily  Tribune,  a  leading  Republican  paper  of  the 
middle  West,  sent  the  following  question  to  all  the  Repub- 
lican and  Independent  newspapers  in  the  twenty-four  states 
lying  between  the  eastern  boundary  of  Ohio  and  the 
Pacific  Ocean  and  north  of  Mason  and  Dixon's  Line, 
excepting  only  those  in  Chicago  : 

"Do  you  endorse  the  Aldrich-Cannon  tariff  law  or 

the  Aldrich-Cannon  organisation  of  the  Senate  and 

the  House?" 
This  is  the  vote  returned  : 

Republicans.  Independents.  Totals. 

For        Against  For     Against  For       Against 

812  2,686  27  577  839  3,263 

On  March  22,  1910,  Eugene  N.  Foss  was  elected  Mem- 
ber of  Congress  on  the  Democratic  ticket  in  the  Fourteenth 
Congressional  District  of  Massachusetts,  by  a  majority  of 
5,640,  to  fill  a  vacancy  caused  by  the  death  of  a  Republican 
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Congressman.  Mr.  Foss's  Protectionist  predecessor  had 
been  elected  in  November,  1908,  by  a  majority  of  14,250. 
This  district  was  the  historic  Plymouth  Colony  district, 
known  as  the  Rock  Ribbed  Republican  District  of 
Massachusetts  without  a  single  Democratic  city  or  town  in 
its  limits.  Its  people  are  engaged  almost  entirely  in  manu- 
facturing. In  order  to  prove  that  this  district  election 
turned  on  the  tarifif  issue,  it  should  be  observed  that 
Governor  Draper  and  U.S.  Senator  Henry  Cabot  Lodge, 
who  had  procured  the  increase  in  cotton  duties  for  that 
district,  spoke  in  the  campaign;  also  that  Mr.  Foss  did  not 
reside  in  the  district,  and  that,  while  running  as  a  candidate 
for  Lieutenant-Governor  of  Massachusetts  in  November, 
1909,  he  had  been  defeated  in  this  same  district  by  a 
majority  of  5,000;  moreover,  that  his  victory  was  achieved 
upon  the  following  Radical  Democratic  platform  : 

Free  raw  materials  for  our  industries. 

Untaxed  food  supplies  for  our  people. 

Lower  duties  on  the  necessaries  of  life. 

An  income  tax  that  a  large  part  of  the  burden  of 
the  cost  of  government  may  be  borne  by  those  best 
able  to  bear  it. 

Reciprocity  with  Canada  and  our  best  customers. 

Repeal  of  Section  2  of  the  Aldrich  Act,  that  forces 
tariff  war  and  retaliation. 

Direct  nominations. 

Conservation  of  our  national  resources ;  forests, 
w^ater  powers,  mines. 

Anti-Cannonism. 
In  March,  1910,  the  Chicago  Daily  Tribune  took  a  poll 
of  the  Republican  and  Independent  newspapers  in  the 
New  England  States  and  the  States  of  New  York,  New 
Jersey,  Pennsylvania,  Delaware,  and  Maryland.  The 
question  asked  was  :  "  Do  you  endorse  the  Aldrich  Law  ?  " 
The  answers  were  as  follows  : 
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Republican,  Independent.  Totals. 

Yes        No    No  answer      Yes       No  Yes        No 

i8i        590  654  16        199  197        789 

Only  one  editor  in  the  State  of  Vermont  placed  himself 
on  record  for  the  Aldrich  Bill,  and  in  only  three  Con- 
gressional Districts  in  the  entire  territory  did  a  majority 
of  the  editors  approve  it. 

On  the  death  of  James  B.  Perkins,  who  had  been  elected 
as  a  Republican  member  of  the  House  of  Representatives 
in  the  Thirty-second  District  of  New  York  in  November, 
1908,  by  a  majority  of  10,167,  the  Republicans  nominated 
George  W.  Aldridge,  for  twenty  years  the  Republican 
leader  in  that  district,  to  fill  the  vacancy.  James  S. 
Havens  was  nominated  by  the  Democrats.  He  conducted 
his  campaign  on  the  issues  of  the  Aldrich  Bill  and  the 
character  of  his  opponent,  and  after  a  spirited  campaign 
of  two  weeks  was  elected  in  April,  1910,  by  a  majority  of 
5,842,  the  vote  showing  a  Protectionist  loss  of  14,048. 

On  March  19,  1910,  after  four  days  of  hard  fighting  in 
the  House  of  Representatives,  the  Democrats  combined 
with  the  Republicans,  who  opposed  the  course  of  Mr. 
Cannon  on  the  Aldrich  Bill,  by  a  majority  of  45  deprived 
him  of  his  power  to  appoint  the  committees  of  the  House 
and  designate  the  chairmen  thereof,  a  power  possessed  by 
the  Speaker  almost  from  the  beginning  of  our  Government. 

Senator  Nelson  W.  Aldrich  and  Senator  Hale,  of 
Maine,  have  been  in  continuous  service  in  the  U.S.  Senate 
since  1881.  Each  is  a  chairman  of  important  committees, 
and  they  more  than  all  the  others  in  the  Senate  secured  the 
passage  of  the  Aldrich  Act.  Since  the  revolt  began  Mr. 
Aldrich  has  declared  that  at  the  end  of  his  term  he  will  not 
seek  re-election ;  and  Mr.  Hale  has  met  with  such  an 
opposition  in  his  State  that  he  has  refused  to  stand  for 
re-election. 

For  twenty  years  John  Dalzell  has  been  returned  with- 
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out  opposition  in  his  party  from  the  Thirtieth  Con- 
gressional District  of  Pennsylvania.  He  has  long  been  a 
member  of  the  Committee  on  Rules  and  on  Ways  and 
Means,  and  is  the  leader  of  the  protectionists  in  the  House. 
He  has  just  passed  through  a  bitter  contest  with  an  in- 
surgent Republican  for  the  nomination  in  the  primaries  of 
his  district,  in  which  over  21,000  votes  were  cast,  and  he 
gained  the  nomination  by  a  bare  300  majority.  Even  that 
result  is  contested  on  the  ground  of  fraudulent  practices  in 
the  count. 

U.S.  Senator  Beveridge,  of  Indiana,  was  a  leader  in  the 
Senate  of  the  Republican  opposition  to  the  Aldrich  Bill. 
The  Republicans  of  his  state  recently  met  in  convention, 
made  no  mention  of  the  Aldrich  Bill  in  their  resolutions, 
re-nominated  Beveridge,  and  defied  both  the  Democrats 
and  the  Standpatters  to  defeat  him. 

In  the  recent  Republican  primaries  for  members  of 
Congress  in  the  State  of  Iowa  the  Insurgent  Republicans 
secured  eight  out  of  the  eleven  Congressmen  nominated. 

The  above  are  the  facts  about  the  revolt.  You  naturally 
ask  how  deep  does  the  movement  go  ?  Will  it  grow  ? 
Unquestionably,  the  people  are  beginning  to  think  upon 
these  subjects.  How  rapidly  we  are  moving  forward  can 
be  seen  by  the  fact  that  on  August  21,  1906,  President 
Roosevelt  embodied  the  opinion  of  hundreds  of  thousands 
of  his  followers  w'hen  he  wrote  to  Congressman  Watson,  of 
the  Republican  Congressional  Campaign  Committee,  as 
follows  : 

"The  question  of  revising  the  tariff  stands  wholly 
apart  from  the  question  of  dealing  with  the  so-called 
trusts." 

There  is  scarcely  an  intelligent  man  in  our  country 
to-day  that  does  not  believe  that  our  tariff,  by  prohibiting 
imports,  helps  the  great  producers  to  combine  into  trusts 
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and  to  strangle  domestic  competition.  But  the  great 
majority  of  our  people  do  not  consider  economic  questions 
unless  prodded  by  personal  discomfort.  Should  the  pinch 
of  increased  prices  be  removed,  they  would  vote  for  the 
Standpatter  on  the  regular  ticket.  We  shall  never  accom- 
plish lasting  advances  until  the  great  body  of  our  intelli- 
gent citizens  are  willing  to  forego  money-making  long 
enough  to  aid  in  developing  the  habit  among  our  people 
of  non-partisan  and  intelligent  discussion  of  economic 
questions.  However,  in  the  West  the  people  are  thinking, 
and,  what  is  more,  they  are  acting.  It  is  one  of  the  best 
signs  of  our  times  that  in  the  strongholds  of  the  Insurgent 
political  movement  we  find  a  new  spirit  of  community 
interest,  a  demand  for  the  exercise  of  more  direct  power  by 
the  people  over  their  representatives,  and,  best  of  all,  a 
tendency  to  judge  a  man  by  whether  he  is  right — econo- 
mically and  morally  right — on  a  public  question  rather 
than  by  whether  he  pulls  through  some  Bill  in  favour  of 
his  own  business  interest.  A  little  leaven  leaveneth  the 
whole.  It  may  happily  turn  out  that  the  Progressives  in 
both  parties  will  unite,  and  succeed  in  freeing  our  country 
from  its  present  evils. 

New  York,  July  14,  1910. 
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The  Revolt  in  Canada  against 
Protection 

EXTRACTS    FROM    NEWSPAPERS. 

The  Dominion  Parliament  was  last  week  overshadowed 
by  a  Farmers'  Parliament.  The  former,  assembled  in  the 
halls  of  lep^islation,  was  for  the  moment  at  least  completely 
eclipsed  by  the  assemblage  gathered  in  the  Grand  Opera 
House  at  Ottawa. 

At  this  Farmers'  Parliament  seven  out  of  nine  Pro- 
vinces were  represented,  and  the  membership  was 
estimated  by  the  daily  press  at  from  seven  to  eight 
hundred.  It  consisted  of  representatives  from  the  United 
Farmers  of  Alberta,  the  Grain  Growers'  Association  of 
Saskatchewan,  the  Gram  Growers'  Association  of 
Manitoba,  the  Grange  of  Ontario,  a  delegat^ion  from 
Quebec,  and  representatives  of  the  F'armers'  Associaticjn 
of  New  Brunswick,  and  the  Fruit  Growers'  Association  of 
Nova  Scotia.  All  these  various  bodies  are  now  linked 
together  in  a  Federal  organisation  know-n  as  the  National 
Council  of  Agriculture,  of  which  D.  W.  McCuaig,  of 
Manitoba,  is  President,  and  E.  C.  Drury,  of  Ontario, 
vSecretary,  and  it  was  under  the  auspices  of  this  National 
Council  that  the  Farmers'  Parliament  was  held. 

The  one  great  question  which  brought  these  men 
together  from  the  shores  of  the  sounding  sea  to  the  far- 
flung  prairies  was  the  tariff.  On  this  question  all  the 
delegates  were  of  one  mind.  On  this  question  they  united 
in  an  unequivocal  declaration,  a  declaration  which  leaves 
no  further  possibility  of  doubt  as  to  where  farmers  stand 
on  what  is  now  the  paramount  issue  in  Canada. 


Other  matters  were  discussed  and  pronounced  upon  as 
well.  Some  of  these  are  of  general  interest.  Some  are 
of  interest  chiefly  in  the  West.  On  all  questions  there  was 
harmony.  On  the  supreme  question  there  was  an  earnest- 
ness of  purpose  such  as  had  never  before  been  surpassed 
in  the  history  of  this  country. — From  the  "  Toronto 
Weekly  Sun,"  December  21st,   igio. 

"We  are  now  going  to  deal  with  the  tariff." 

This  was  the  announcement,  made  by  President 
McCuaig  during  the  afternoon  session  of  the  conference 
preceding  the  hearing  of  the  deputation  of  the  Govern- 
ment, which  made  the  convention  wholly  one.  The 
Ontario  and  Eastern  Province  delegates  had  listened  with 
sympathy  and  attention  to  the  discussion  of  purely 
Western  questions  for  a  couple  of  hours  or  more  before 
that.  But  the  moment  the  tariff  question  was  announced 
a  roar  as  of  the  Atlantic  surge  arose ;  it  swept  from  end  to 
end,  and  side  to  side  of  the  auditorium,  and  in  the  shout- 
ing the  voices  of  Nova  Scotia,  of  New  Brunswick,  of 
Quebec,  of  Ontario,  of  Manitoba,  of  Saskatchewan,  and 
of  Alberta  were  blended  as  one.   .  .   . 

The  reading  of  the  resolution,  clause  by  clause,  by  the 
speaker,  evoked  fresh  outbursts  of  cheering,  the  proposal 
to  cut  the  tariff  on  British  goods  in  half  at  once,  and  to 
eliminate  the  balance  of  the  imposts  inside  of  ten  years 
being  cheered  with  especial  vigour. — From  the  "  Weekly 
Sun,"  December  21st,    1910. 

THE    TARIFF    RESOLUTION. 

The  tariff  demands  of  the  organised  farmers  of  Canada 
made  to  Sir  Wilfrid  Laurier  on  December  i6th  were  in 
the  following  words  :  — 

"This  delegation,  representative  of  the  agricultural 
interests  of  Canada,  desire  to  approach  you  upon  the 
question  of  th(?  bearing  of  the  Canadian  Customs  tariff. 
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"We  come,  askincr  no  favours  at  your  hands.  We 
bear  with  us  no  feeHng  of  antipathy  towards  any  other 
line  of  industrial  life.  We  welcome  within  the  limits  of 
Canada's  broad  domain  every  legitimate  form  of  industrial 
enterprise,  but  in  view  of  the  fact  that  the  further  progress 
and  development  of  the  agricultural  industry  is  of  such 
vital  importance  to  the  general  welfare  of  the  State,  that 
all  other  Canadian  industries  are  so  dependent  upon  its 
success,  that  its  constant  condition  forms  the  great  baro- 
meter of  trade,  we  consider  its  operations  should  no  longer 
be  hampered  by  tariff  restrictions. 

"And  in  view  of  the  favourable  approaches  already 
made  through  President  Taft  and  the  American  Govern- 
ment looking  towards  more  friendly  trade  relations  be- 
tween Canada  and  the  United  States  this  memorial  takes 
form  as  follows  : 

"i.  That  we  strongly  favour  reciprocal  Free  Trade 
between  Canada  and  the  United  States  in  all  horticul- 
tural, agricultural  and  animal  products,  spraying  materials, 
fertilisers,  illuminating,  fuel  and  lubricating  oils,  cement, 
fish,  and  lumber. 

"2.  Reciprocal  Free  Trade  between  the  two  countries 
in  all  agricultural  implements,  machinery,  vehicles  and 
parts  of  each  of  these;  and,  in  the  event  of  a  favourable 
arrangement  being  reached,  it  be  carried  into  effect 
through  the  independent  action  of  the  respective  Govern- 
ments, rather  than  by  the  hard  and  fast  requirements  of 
a  treaty. 

"3.  We  also  favour  the  principle  of  the  British  pre- 
ferential tariff,  and  urge  an  immediate  lowering  of  the 
duties  on  all  British  goods  to  one-half  the  rates  charged 
under  the  general  tariff  schedule,  whatever  that  may  be; 
and  that  any  trade  advantages  given  the  United  States  in 
reciprocal  trade  relations  be  extended  to  Great  Britain. 

"4.  For  such  further  gradual  reduction  of  the  remain- 


ing  preferential  tariff  as  will  ensure  the  establishment  of 
complete  Free  Trade  between  Canada  and  the  Motherland 
within  ten  years. 

"5.  That  the  farmers  of  this  country  are  willing  to 
face  direct  taxation  in  such  form  as  may  be  advisable  to 
make  up  the  revenue  required  under  new'  tariff  conditions. 

"Believing  that  the  greatest  misfortune  which  can  be- 
fall any  country  is  to  have  its  people  huddled  together  in 
great  centres  of  population,  and  that  the  bearing  of  the 
present  Customs  tariff"  has  the  tendency  to  encourage  that 
condition,  and  realising  also  that  in  view  of  the  constant 
movement  of  our  people  away  from  the  farms,  the  greatest 
problem  which  presents  itself  to  Canadian  people  to-day 
is  the  problem  of  retaining  our  people  on  the  soil,  we 
come  doubly  assured  of  the  justice  of  our  petition. 

"Trusting  this  memorial  may  meet  your  favourable 
consideration,  and  that  the  substance  of  its  prayer  be 
granted  with  all  reasonable  dispatch. 

"On  behalf  of  the  Canadian  Council  of  Agriculture, 
"(Sgd.)     D.   W.   McCuAiG,   President, 
"(Sgd.)     E.    C.    Drury,    Secretary." 

— From  the  ''Grain  Groivcrs'  Guide,"  December  21st, 
1910. 

THE   MEMORIAL. 

The  following  memorial  on  the  tariff  was  presented  by 
Mr.  Roderick  McKenzie  on  behalf  of  the  deputation  :  — 

"When  the  people  of  Canada  adopted  the  principle 
of  Protection  in  their  Customs  tariff  of  1876,  it  was  with 
the  clear  understanding  that  when  the  protected  indus- 
tries had  had  time  to  develop  and  get  firmly  established 
the  protection  w<iuld  be  withdrawn  and  the  people  relieved 
of  any  further  taxation  for  the  benefit  of  industry.  The 
election  of  i8q6  was  decided  on  this  issue,  and  the  people 
returned  to  power  a  Government  committed  to  the  elimina- 
tion  of  the   protective   |)rinciple   from   the   tariff,   and  the 


placing  of  our  Customs  duty  on  a  purely  revenue  basis. 
Although  the  tariff  schedule  of  1897  afforded  some  relief, 
the  farmers  of  Canada  were  disappointed  in  the  measure 
of  relief  afforded  by  it.  Under  the  impression  that  the 
expected  reduction  was  not  to  be  abandoned  by  the 
Government,  but  only  postponed,  they  deferred  making 
any  strong  objection.  The  revision  of  1907  largely  dis- 
abused their  minds  in  this  respect,  and,  notwithstanding 
the  strong  representation  made  to  the  Tariff  Commission 
which  investigated  the  operation  of  the  tariff  previous  to 
the  revision  of  1907,  the  schedules  resulting,  although 
providing  for  a  small  reduction  in  a  few  items,  worked 
out,  upon  the  whole,  to  afford  more  protection  to  the 
manufacturing  industries. 

"The  tariff  schedule  of  1907  contains  711  items,  221 
of  which  are  free.  Of  these  free  items,  farmers  get  the 
benefit  of  free  binder  twine,  barbed  wire,  cream  separators, 
and  corn  for  feeding  purposes.  Practically  ail  the  other 
free  items  are  raw  material  used  by  manufacturers  in  their 
manufactories.  In  addition  to  that,  since  the  revision  of 
1907,  some  twenty  items  have  been  placed  on  the  free 
list,  and  the  duty  reduced  on  thirteen  others,  by  Order- 
in-Council.  All  these  reductions  have  been  on  raw- 
materials  used  by  manufacturers.  As  farmers,  we  do  not 
object  to  the  principle  of  permitting  raw  material  used  by 
manufacturers  to  be  imported  free  of  duty.  We  believe 
that  it  is  sound,  and  that  the  best  interests  of  the  com- 
munity are  served  by  permitting  the  manufacturer  to  get 
his  raw  material  where  he  can  get  it  cheapest,  free  from 
restrictions  of  any  kind.  But  we  do  object  to  a  tariff 
which,  while  giving  them  this  just  privilege,  permits  them 
to  levy  unjustly  a  heavy  tribute  off  the  people  who  use 
their  goods  by  the  higher  prices  they  are  enabled  to 
charge  through  the  power  given  them  by  the  Customs 
tariff. 
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"  Advocates  of  Protection  base  their  conditions  on  the 
ground  : — 

"  I .  That  the  levying  of  Customs  duties  is  the  best 
method  of  collecting  revenue  to  meet  the  requirements 
of  the  Government. 

"2.  That  it  affords  labour  for  wage-earners,  thus  pro- 
viding maintenance  for  centres  of  population  in  towns 
and  cities. 

"The  method  which  has  hitherto  been  pursued  in  this 
country  of  collecting  revenue  through  Customs  duties  by 
virtue  of  which  one  group  of  individuals  is  placed  in  a 
position  where  they  can  levy  toll  upon  their  neighbours 
is  inherently  unsound.  It  is  so,  because  it  destroys  the 
balance  of  equity  in  taxation.  By  virtue  of  what  principle 
will  you  tax  the  farmer  in  order  to  give  work  to  the  work- 
ing man  ?  On  what  principle  will  you  tax  the  working 
man  in  order  to  better  prices  to  the  farmers? 

"Sir  Richard  Cartwright,  than  whom  there  is  no  better 
authority  in  Canada  on  statistics  and  fiscal  questions,  is 
credited  with  the  statement,  in  1893  :  '  If  you  add  together 
the  sum  that  has  been  paid  into  the  Treasury  and  the 
largest  sum  that  has  been  extracted  from  the  pockets  of 
the  people  for  the  benefit  of  a  few  private  and  favoured 
individuals,  you  will  find  that  the  total  for  the  last  fourteen 
years  is  hardly  less  than  $1,000,000,000.' 

"You,  sir,  have  also  been  credited  with  a  statement, 
made  about  the  same  time,  that  '  For  every  dollar  that 
goes  into  the  Dominion  Treasury,  two  or  three  dollars 
go  into  the  pockets  of  the  manufacturers';  and  almost 
every  farmer  in  Canada  will  agree  with  you  in  this,  even 
if  some  of  them  differ  from  you  upon  other  public  ques- 
tions. 

"According  to  the  census  of  IQ08,  there  were  agricul- 
tural implements  manufactured  in  Canada  in  the  year 
previous  to  the  value  of  $12,835,745,  of  which  $2,342,826 
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worth  were  exported,  leavinc:  for  the  home  consumption 
$10,492,919.  There  were  imported  that  year  $i,593>9i4 
worth  of  implements,  on  which  the  Government  collected 
a  duty  to  the  extent  of  20  per  cent.,  or  $318,782.  It  is 
now  conceded  that  the  manufacturer  adds  to  the  selling 
price  of  his  commodity  the  total  amount  of  the  protection 
granted  him  by  the  Customs  duty.  The  farmers  of 
Canada  thus  paid  the  Government  that  $318,782,  and  the 
manufacturers  of  farming  implements  $2,098,383.  Of 
leather  we  used,  of  domestic  manufacture,  $13,394,416 
worth;  we  imported  $901,197  worth,  on  which  we  paid 
a  duty  to  the  Government  of  $157,709,  and,  through  en- 
hanced prices,  paid  the  manufacturers  $2,344,022.  Boots 
and  shoes  manufactured  in  Canada  amounted  to 
$20,264,686.  We  imported  $1,178,749  worth,  on  which 
we  paid  the  Government  a  duty  of  $353,600,  and  paid 
the  manufacturers  $6,079,405.  Cement,  an  article  that  is 
now  being  used  very  extensively  in  Canada,  practically 
every  farmer  who  does  any  building  making  use  of  it  to 
some  extent,  carried  protection  to  the  extent  of  ssH  P^^ 
cent.  In  1909  there  was  manufactured  in  Canada 
$5,266,008  worth  of  cement.  We  imported  $475,676 
worth,  on  which  the  Government  collected  a  duty  of 
$159,077,  and  we  paid  the  Canadian  merger  that  controls 
the  manufacture  of  that  article  $1,755,336.  The  same 
thing  applies  to  woollens,  cottons,  cutlery — but  why  go 
further?  On  these  several  items  enumerated  above,  alone, 
the  people  pay  a  revenue  to  the  Government  of  $989,168, 
and  the  very  large  sum  of  $12,277,146  into  the  treasury 
of  the  manufacturers  of  these  commodities.  The  taxes 
paid  by  the  people  are  approximately  in  the  following 
proportion  :  For  every  $100  farmers  are  taxed,  by  reason 
of  Customs  duty,  on  agricultural  implements,  the  Govern- 
ment gets  $14  and  the  manufacturer  $86.  On  cement  the 
Government    gets    $8   and    the    manufacturers   $92.      On 
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boots  and  shoes  the  Government  gets  $6  and  the  manu- 
facturers $94. 

"In  the  early  days  of  the  National  Policy  the  taxes 
imposed  by  the  Customs  duty  were  modified  to  some 
extent  by  competition  between  domestic  manufacturers. 
Of  recent  years  they  have  practically  eliminated  that 
competition  by  the  formation  of  mergers.  The  different 
companies  engaged  in  the  same  line  of  manufacture  have 
been  absorbed  by  the  larger  companies.  Since  January, 
1909,  twenty  industrial  amalgamations  have  been  con- 
summated in  Canada,  absorbing  135  individual  companies. 
While  in  each  case  the  capitalisation  of  the  merged  con- 
cern is  very  much  larger  than  the  total  capital  of  the 
absorbed  companies,  it  is  rarely  that  any  of  this  additional 
capital  enters  into  the  business  of  the  new  concern.  The 
huge  capitalisation  enables  the  organisation  concerned  to 
conceal  from  the  general  public,  in  a  measure,  the  large 
tribute  they  are  enabled  to  impose  on  the  consumers  of 
their  manufactured  goods  by  reason  of  the  Customs 
duty. 

"The  argument  is  frequently  made  that  the  Govern- 
ment must  maintain  the  present  high  Customs  duty  in 
order  to  protect  capital  invested  in  manufacturing  indus- 
tries. In  other  words,  capital  invested  in  agriculture  must, 
by  statute,  be  compelled  to  pay  tribute  to  capital  invested 
in  manufacturing  industries.  On  what  principle  of  justice 
can  a  Government  give  a  man  who  invests  $100,000  in 
any  industry  the  privilege  of  levying  a  tax  on  ten  men 
who  invest  $10,000  each  in  land  to  develop  the  natural 
wealth  of  the  country  ?  It  is  often  said  by  advocates  of 
the  protective  system  that  we  must  maintain  a  Customs 
duty  in  order  to  encourage  capital  to  come  to  Canada. 
This  policy,  maintained  by  our  Government  since  1878, 
has  had  a  most  detrimental  effect  on  the  development  of 
agriculture,    and    the    investment   of   capital    in    the   pro- 


1 1 

duction  of  farm  crops;  and  it  is  yearly  becoming  more 
apparent,  due  to  the  fact  that  money  invested  in  securi- 
ties yields  a  greater  revenue  than  that  invested  in  the 
industry  of  agriculture,  that  many  of  our  most  progres- 
sive farmers  are  disposing  of  their  farms  to  come  and  live 
in  the  towns  and  cities,  investing  the  proceeds  of  the  sale 
of  their  land  in  other  securities,  endeavouring  to  supple- 
ment this  by  entering  into  competition  with  wage  earners 
in  these  centres  of  population. 

"According  to  the  census  of  1901,  the  total  capital 
invested  in  the  agricultural  industry  was  $1,787,102,630, 
not  including  working  capital — that  is,  capital  used. 
After  deducting  the  charge  of  labour  and  rent,  the  surplus 
for  the  year's  operations  is  placed  at  $331,542,546,  or 
18.55  per  cent,  of  the  capital  invested,  allowing  nothing 
for  the  working  capital,  the  farmer's  own  labour,  or  that 
of  the  members  of  his  family,  or  his  raw  material.  Had 
the  wages  of  the  farmer  and  the  adult  members  of  his 
family  been  reckoned  at  the  usual  wage  of  a  day  labourer, 
there  would  have  been  nothing  left  for  interest  on  this 
very  large  capital.  On  the  other  hand,  the  industry  of 
manufacturing  invested,  including  the  working  capital, 
a  total  of  $446,916,487.  After  allowing  for  the  cost  of 
raw  material,  the  rent  of  offices  and  workrooms,  the  cost 
of  wages  and  salaries,  power,  heat,  fuel,  light,  taxes, 
totalling  $392,475,  the  surplus  netted  19.82  per  cent,  of 
that  capital.  Speaking  for  the  West,  we  have  no  hesita- 
tion in  saying  that  this  economic  condition  seriously 
affects  progress  in  the  development  of  farm  lands.  In 
the  older  districts,  where  land  has  made  a  rapid  advance 
in  price,  farmers  are  disposing  of  their  holdings  and 
moving  into  the  towns  and  cities,  and  investing  the  pro- 
ceeds of  their  sale,  as  indicated  above.  In  the  majority 
of  cases,  although  there  are  exceptions,  the  purchasers  of 
these  farms  have  only  a  limited  capital,   and  frequently 
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the  largest  portion  of  the  purchase  money  is  carried  on 
a  mortgage.  The  increased  cost  of  living  and  of  conduct- 
ing his  operations,  due  to  the  exactions  of  a  protective 
tariff,  so  disables  him  that  there  are  often  seasons  when 
he  can  pay  no  more  than  the  interest  on  his  principal, 
which  condition  denies  him  the  opportunities  of  culture 
and  education  that  by  right  belong  to  him  as  much  as 
to  anyone  else,  besides  preventing  him  from  improving 
his  holdings. 

"The  census  of  1906  shows  that  in  1905  there  were 
122,398  farms  in  the  provinces  of  Manitoba,  Saskatche- 
wan, and  Alberta.  The  reports  of  the  Department  of  the 
Interior  indicate  that  up  to  June  30th,  1905,  199,978  home- 
stead entries  were  made,  and  that  year  112,779  patents 
v/ere  issued.  In  addition  to  this,  for  the  three  years 
previous  to  1905,  72,129  entries  were  made  for  homesteads, 
indicating  that,  of  the  homestead  entries  and  patents 
issued  up  until  1905,  62,000  have  either  disposed  of  their 
patents  or  did  not  take  possession  of  their  homesteads. 
Previous  to  that  date  there  were  disposed  of  by  railway 
companies  and  others,  who  had  received  subsidies  of  land 
from  the  Government  of  Canada,  upwards  of  11,500,000 
acres  of  land,  a  percentage  of  the  purchasers  of  which 
would  be  securing  the  land  for  the  purpose  of  making  a 
home.  So  that  the  number  above  indicated  as  abandon- 
ing or  selling  their  holdings  would  be  very  largely  in- 
creased. During  that  period,  which  was  one  of  the  most 
successful  periods  that  the  West  has  ever  experienced, 
the  urban  population  in  those  three  provinces  increased  in 
a  much  larger  ratio  than  the  rural  population.  In  1901 
the  ratio  of  urban  to  the  total  population  was  24.72  per 
cent.,  and  in  1906  it  increased  to  30.23  per  cent.  The 
ratio  of  the  urban  to  the  total  population  increased  more 
in  Manitoba  than  the  two  other  provinces,  although  there 
was  a   marked   increase   in   all   three.      The  statement   is 
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made  that  the  increase  in  the  urban  and  the  decrease  in 
the  farm  population  in  Ontario  is  larj^^ely  due  to  the  at- 
tractiveness of  the  fertile  soil  of  the  prairie  farms.  Yet, 
notwithstanding^  the  many  and  great  advantages  that  the 
prairie  farm  has  over  the  farms  in  the  older  provinces, 
and  notwithstanding  the  fact  that  practically  the  only 
resources  of  these  western  provinces  is  the  product  of 
the  soil ;  in  the  face  of  all  this,  the  urban  population  is 
growing  more  rapidly  than  the  rural.  The  only  logical 
reason  that  can  be  advanced  for  such  an  undesirable 
situation  is  that,  owing  to  the  high  cost  of  living  and  the 
high  cost  of  the  necessary  equipment,  due  very  largely  to 
the  unjust  tariff,  the  farmer  finds  it  difficult  to  make  both 
ends  meet,  and  seeks  to  change  his  calling  in  the  forlorn 
hope  of  doing  better. 

"The  other  argument,  that  the  growth  of  towns  and 
cities  is  dependent  upon  manufactories  being  established 
in  these  centres  of  population,  is  discredited  in  the  experi- 
ence of  the  Western  provinces.  Practically  the  only 
manufactories  in  these  provinces  are  the  establishments 
for  the  manufacture  of  food  products,  slaughter-houses 
and  meat-packing  houses,  mills  for  tlie  manufacture  of 
lumber  and  timber  products,  printing  and  publishing 
houses — none  of  which  are  dependent  for  their  existence 
on  the  maintenance  of  the  protective  system. 

"The  doctrine  that  manufacturing  establishments  can- 
not exist,  and  that  cities  and  towns  cannot  prosper,  without 
Protection  is  untenable.  That  the  fathering  policy  of  the 
National  Policy  has  brought  into  existence  manufactories 
in  Canada  may  be  admitted ;  but  it  is  also  true  that  the 
industries  of  that  character,  which  have  to  be  bolstered 
up  at  the  expense  of  the  people,  while  it  may  add  to  the 
wealth  of  individuals,  adds  nothing  to  the  wealth  of  the 
nation.  The  census  of  igo6  gives  the  total  of  the  products 
manufactured  in  Canada  in  establishments  emploving  five 
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hands  and  over  as  $706,446,578.  The  average  duty  on 
dutiable  imports  for  1905  was  27.692  per  cent.  If  we 
assume  that  the  manufacturers  added  this  to  the  seiHng 
price  of  their  products,  amounting  to  upwards  of 
$706,000,000,  the  tribute  they  collected  from  the  con- 
sumers of  manufactured  goods  in  Canada  was,  that  year, 
upwards  of  $190,740,000.  The  total  salary  paid  by  manu- 
facturers in  all  Canada  in  1905  was  $162,155,578,  or  up)- 
wards  of  $28,000,000  less  than  the  extra  profit  they  made 
off  the  Canadian  people  on  their  manufactured  products. 
In  other  words,  if  the  people  of  Canada  had  paid  all  the 
salary  of  the  employees  of  manufacturers  for  that  year, 
they  would  still  have  had  $28,000,000  left  to  contribute 
to  the  revenue  of  the  country  from  the  excess  price  they 
had  paid  due  to  the  tariff.  But,  further,  the  urban  popu- 
lation in  Canada  in  1901  was  2,021,799.  Of  those,  there 
were  employed  in  manufacturing  establishments  226,663 
men  over  sixteen  years  of  age,  61,220  women  sixteen  years 
and  over,  12,143  children  under  sixteen  years,  or  a  total 
of  300,026  employees.  The  rest  of  the  urban  population 
who  were  engaged  in  the  business  of  distributing,  trans- 
porting, financial  and  other  interests  were  in  no  way 
benefited  by  Protection  in  Customs  duties. 

"It  is  a  foolish  fallacy  that  our  manufacturers  in 
Canada  depend  for  their  existence  on  the  continuance  of 
a  protective  tariff.  Our  largest  and  most  important  in- 
dustries that  are  classified  as  manufactories,  such  as 
establishments  engaged  in  the  production  of  food  pro- 
ducts, such  as  bakeries,  butter  and  cheese  factories,  flour 
and  grist  mills,  slaughtering  and  meat-packing  establish- 
ments, fruit  and  vegetable  canning,  and  various  others 
which  may  be  regarded  as  indigenous  to  Canada,  may 
safely  be  depended  upon  as  being  quite  capable  of  meeting 
any  competition  from  outside  sources  if  our  markets  were 
thrown  open. 
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"As  already  staled,  the  tariff  of  1897  afforded  some 
relief,  although  the  supporters  of  a  lower  tariff  were  dis- 
appointed that  the  reduction  had  not  gone  a  good  deal 
further.  II<nvever,  they  rested  on  the  assurance  that  a 
beginning  was  made,  and  that  a  decrease  in  the  taxation 
of  Customs  duties  would  continue  at  intervals,  and  that 
the  expected  revenue  tariff  was  not  to  be  abandoned  by 
the  Government,  but  only  postponed.  After  fourteen 
years  of  waiting,  a  careful  study  of  the  tariff  schedule 
indicates  that,  due  to  a  constant  rise  in  value  that  began 
in  1896  on  all  classes  of  dutiable  goods,  the  people  are 
now  actuallv  paying  more  duty  on  the  commodities  they 
purchase  than  in  1896.  In  the  interval,  farmers  and 
general  consumers  have  been  organising  and  getting 
familiar  with  the  extent  of  the  taxation  imposed  upon 
them  by  the  tariff.  They  have  observed  that  since  the 
revision  of  1907  the  privileges  granted  to  manufacturers 
under  the  Customs  duty  are  being  extended  without  any 
compensating  relief  to  consumers.  Many  people  are 
leaving  older  districts  in  the  other  provinces,  some  getting 
tired  of  urban  life,  and  many  also  from  older  countries 
are  endeavouring  to  establish  themselves  on  the  Western 
prairies. 

"The  larger  proportion  of  them,  having  very  little 
capital  excepting  their  physical  strength,  and  relying 
upon  the  products  of  their  labour  to  build  up  for  them- 
selves homes  on  land  so  generously  provided  them  by 
the  Canadian  Government,  find  that,  through  the  exat- 
tions  of  transportation  and  the  oppressive  Customs  tariff, 
the  cost  of  building  and  maintaining  a  home  is  advanced 
from  25  to  30  per  cent.  That  is  to  say,  that  for  every 
dollar's  worth  of  goods  a  farmer  on  his  homestead  has 
to  buy,  the  Customs  duty  adds  from  25  to  30  cents.  The 
staple  product  of  Western  farms  is  wheat,  and  the  pur- 
chasing  power  of  a   bushel   of   wheat  is   reduced   25   per 
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cent,  by  our  fiscal  system.  The  average  price  of  wheat  to 
the  Western  farmer  this  year  will  be,  approximately,  75 
cents  per  bushel.  Seventy-five  per  cent,  of  the  proceeds 
of  the  sale  of  wheat  goes  towards  the  purchase  of  home 
products  and  to  farm  improvements,  every  dollar  of  which 
is  reduced  in  its  purchasing  power  by  15  cents  on  account 
of  the  operation  of  the  Customs  duty. 

"An  argument  that  is  commonly  used  is  that  Customs 
duty  must  be  maintained  in  order  to  provide  a  revenue 
for  furnishing  transportation  facilities  for  the  distribution 
of  farm  crops,  and  that  it  is  necessary,  in  order  that  the 
Government  should  continue  to  improve  transportation 
facilities  for  the  handling  of  the  product  of  the  Western 
prairies,  to  continue  the  present  Customs  duty;  and  that 
farmers,  in  resisting  the  imposition  of  these  duties,  are  un- 
grateful, inasmuch  as  all  the  people  of  Canada  are  subject 
to  these  customs  duties  for  the  special  benefit  of  the  farm- 
ing community  in  this  respect.  That  the  Government  of 
Canada  has  in  the  past  expended  large  sums  of  money  in 
providing  transportation  facilities,  all  readily  agree;  but 
it  must  also  be  conceded  by  those  who  hold  the  views 
above  stated  that  the  general  business  of  Canada  receives 
just  as  much  benefit  from  the  development  incident  to 
providing  proper  transportation  facilities  for  the  newer 
districts  as  the  farmers;  and  who  derive  more  benefit  from 
these  improved  transportation  facilities  than  our  manufac- 
turers ?  Yet  we  find  that  they  strenuously  oppose  contri- 
buting anything  to  the  revenue  from  Customs  duties  on 
material  they  import.  It  is  also  put  forth  for  an  argument 
that  the  Government  must  continue  the  Customs  duty  to 
provide  a  revenue  to  still  further  improve  the  means  of 
transportation  from  the  Western  prairies  to  the  seaboard, 
by  developing  our  canals,  etc.,  and  the  argument  is  made 
that  by  so  doing  the  price  of  Western  grain  will  be  en- 
hanced from   iK  t^ents  to  2  cents  per  bushel.     It  seems 
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folly  to  continue  a  system  which,  as  shown  above,  reduces 
the  purchasing  power  of  a  bushel  of  wheat  15  cents  in  order 
that  the  Government  may  create  conditions  which  will 
increase  the  price  of  a  bushel  of  wheat  from  i^  to  2  cents. 

"The  declared  policy  of  the  Government  is  to  impose 
duty  for  revenue  purposes,  and  that  Protection  is  only 
incidental.  The  logical  inference  would  be,  therefore,  that 
when,  through  the  operation  of  the  Customs  duty,  an 
article  ceased  to  produce  revenue  to  any  extent,  by  reason 
of  the  domestic  manufacturers  getting  complete  control  of 
the  output,  the  Government  should  remove  the  protection; 
and,  further,  since  the  Government  imposes  Customs 
duties  only  for  the  purpose  of  producing  revenue  to  meet 
the  cost  of  Government,  just  as  soon  as  there  is  a  material 
and  continued  surplus  from  year  to  year  the  Government, 
if  they  would  follow  their  declared  policy,  will  reduce  the 
Customs  duty.  Canada  has  reached  that  stage  now.  We 
have  had  for  several  years  a  very  good  surplus,  which  this 
year  is  stated  to  approximate  to  $30,000,000.  Why,  inas- 
much as  the  necessities  of  the  revenue  do  not  require  the 
imposition  of  so  much  taxation,  does  the  Government  not 
carry  out  its  declared  policy  of  reducing  the  Customs  duty 
to  the  requirements  of  revenue  ? 

"We  attach  hereto  a  list  showing  the  revenue  produced 
for  the  year  ending  March  31st,  1910,  on  articles  which 
the  farmers  request  to  be  placed  on  the  free  list.  You  will 
notice  that  the  total  revenue  produced  by  the  duty  on 
agricultural  implements — as  classified  in  the  Trade  and 
Navigation  Returns  as  "Agricultural  Implements  n.o.p." — 
amount  to  only  $529,299.48.  This  amount  is  quite  in- 
significant when  compared  with  the  amount  which  the 
tariff  schedule  enables  the  implement  manufacturer  to 
impose  on  the  farmer.  The  same  applies  to  buggies  and 
carriages.  On  cutters  the  revenue  produced  last  year  was 
$328.65.     There  are  a  very  large  number  of  cutters  used 
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in  Canada,  and  all  of  them  are  increased  in  price  by  35  per 
cent,  on  account  of  the  Customs  duty.  On  sleighs  the 
duty  collected  by  the  Government  was  $4,539.29.  These 
are  articles  which  every  farmer  in  Canada  uses,  and  on 
which  he  must  pay  to  the  manufacturer  an  addition  in 
price  of  35  per  cent. 

"The  same  applies  to  portable  engines,  threshing 
machines,  and  wagons.  On  all  farming  implements, 
including  buggies,  carriages  and  sleighs,  threshing 
machines,  etc.,  the  Government  collected  duty  to  the 
amount  of  $1,218,983.38.  Leather  is  another  article  that 
we  request  to  be  placed  on  the  free  list,  and  from  which 
the  Government  derives  a  very  insignificant  amount  of 
duty,  yet  it  imposes  a  very  heavy  tax  on  the  people. 

"Some  of  the  other  items  which  we  request  to  be  placed 
on  the  free  list — such  as  coal — produce  considerable 
revenue.  Salt  produces  $20,353.  Were  all  these  items 
enumerated  in  our  resolution  placed  on  the  free  list,  the 
Government  would  lose,  based  on  the  revenue  for  the  year 
ending  March  31st,  1910,  $2,500,000;  and  should  the 
British  preference  be  increased  to  50  per  cent.,  the  loss 
to  the  revenue,  based  on  the  importations  of  the  fiscal 
year  ending  March  31st,  1910,  would  be,  approximately, 
$4,500,000.  So  that  the  total  amount  of  revenue  lost  to 
the  Government  due  to  the  reduction  demanded  by  the 
farmers'  resolution  as  set  forth  above  would  amount  to, 
approximately,  $7,000,000.  If,  as  is  stated,  the  surplus 
this  year  will  amount  to  $30,000,000,  it  would  still  leave  a 
surplus  in  the  Treasury  of  upwards  of  $23,000,000 — a  very 
respectable  amount.  So  that  the  proposed  reduction  would 
in  no  way  embarrass  the  Government  in  the  conduct  of 
the  business  of  the  country.  Believing,  as  we  do,  that 
the  provision  for  revenue  by  Customs  duty  is,  economic- 
ally and  morally  wrong,  we  desire  that  Free  Trade  be 
established    between    Britain    and    Canada    in   as   short   a 
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time  as  possible  without  unduly  disarranging  existing 
business  conditions.  We  therefore  ask  that  the  British 
preference  be  increased  all  round,  at  the  present  session, 
to  50  per  cent.,  and  that  an  additional  increase  of  10  per 
cent,  each  vear  be  given  until  we  liave  Free  Trade  between 
Britain  and  Canada.  We  do  not  ask  for  any  preference 
in  the  British  market  for  our  products  in  return,  since 
we  regard  Free  Trade  between  Canada  and  Great  Britain 
as  being  in  the  best  interests  of  the  development  of 
Canada;  nor  do  we  suggest  or  desire  that  Britain  should 
tax  foreign  fo<:)d-stuffs  for  our  benefit.  A  certain  section 
of  the  Canadian  people  loudly  proclaim  their  loyalty  and 
attachment  to  the  British  Empire.  Apparently  their 
loyalty  consists  in  raising  a  tariff  wall  against  British 
manufacturers  that  will  enable  the  Canadian  manufacturers 
to  impose  a  tribute  on  the  rest  of  the  Canadian  people, 
and,  as  an  offset  to  the  producers  of  food  products  in 
Canada,  that  a  tax  should  be  placed  by  the  British  people 
on  their  food-stuffs  from  foreign  lands.  In  other  words, 
their  lovalty  consists  in  having  the  British  manufacturer 
taxed  in  the  interest  of  the  Canadian  manufacturer,  and 
the  food-stuffs  of  the  British  artisan  taxed  for  the  benefit 
of  the  Canadian  farmer.  Canadian  farmers  recognise  the 
protection  afforded  our  country  by  the  Motherland,  and 
they  are  willing  to  do  their  part  in  the  maintenance  of 
the  British  Empire  by  supplying  the  British  people  with 
the  food  products  they  require  in  open  competition  with 
any  other  country  in  the  world.  If  our  own  Government 
will  relieve  the  unjust  tax  imposed  upon  Canadian  farmers 
by  the  Customs  duty,  they  would  be  quite  able  to  compete 
in  the  British  market  with  any  other  country  in  the  world 
in  the  supply  of  cereals  and  farm  products. 

"In  asking  for  these  changes  in  our  Customs  tariff, 
we  believe  that  we  have  asked  for  nothing  but  what  is  just 
and  what  is  in  the  interest  of  the  best  development  of  our 
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country.  Our  farmers  have  been  the  pioneers  in  the 
development  of  the  land.  They  have  come  from  the 
frontiers  of  civilisation  when  the  road  was  dark  and  dis- 
couragements were  great;  they  have  struggled  against 
monopoly  in  many  of  its  phases ;  they  have  found  it  neces- 
sary to  organise,  and  have  their  organisation  as  perfect 
as  possible.  The  farmers  present  here  to-day  have  come 
at  great  expense.  They  have  done  so  because  they  desired 
their  wishes  to  be  made  known  at  the  fountain-head  where 
our  laws  are  made.  They  represent  50,000  of  the  best 
farmers  of  this  Dominion,  and  can  justly  claim  to  repre- 
sent the  farming  industry  of  this  country.  We  make  our 
requirements  as  reasonable  men.  Whether  they  are 
granted  by  this  Parliament  or  not,  the  educational  work 
will  still  go  on  ;  and  the  principles  we  have  outlined  here 
must  ultimately  triumph.  Our  country  is  in  the  infancy 
of  its  development.  It  is  our  duty,  and  the  duty  of  the 
representatives  who  sit  within  these  walls,  to  see  that 
special  privilege  is  afforded  to  none,  and  that  our  laws  are 
based  on  justice  alone  to  all.  The  farmers  of  Canada 
desire  that  the  principle  underlying  our  laws  should  be 
that  contained  in  the  words  of  one  of  the  greatest 
Americans  of  the  last  century  :  '  That  we  should  do  unto 
others  as  we  would  have  them  do  unto  us;  that  we  should 
respect  their  rights  as  scrupulously  as  we  would  have  our 
rights  respected  is  not  a  mere  counsel  of  perfection  to 
individuals,  but  it  is  the  law  to  which  we  must  conform 
social  institutions  and  national  policy  if  we  would  secure 
the  blessings  of  abundance  and  peace.'  " 
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Will  the  Preference  sprat  catch  the  British  whale  ? 
This  is  an  interesting  question,  but  it  is  probable  that 
very  few  people  know  how  small,  comparatively  speak- 
ing, the  sprat  really  is.  Small  as  it  is,  however,  it  is 
yet  in  vogue  with  quite  a  number  of  people,  though 
already  it  is  associated  with  much  failure.  To  give  a 
brief  review  of  its  history,  to  record  some  of  its  failures, 
and  to  show  some  of  its  dangers,  are  the  objects  sought 
by  the  writer.  The  special  cry  of  the  Preferentialist  is 
"The  Empire."  This  brings  at  once  to  remembrance 
the  fact  that  the  Empire  flag  floats  over  populations 
aggregating  four  hundred  millions  and  more;  and  it 
comes  as  something  of  a  shock  when  it  is  found  that 
the  great  majority  of  these  are,  as  often  as  not,  excluded 
from  any  share  in  a  Preference  effusively  granted,  and 
that,  in  fact,  the  "Empire  Preference"  is  at  times  a 
penalty  as  between  one  part  and  other  parts  of  the 
Empire. 

The  self-governing  Colonies  extend  over  vast  areas  of 
the  most  fertile  and  glorious  regions  of  the  world,  and 
their  ultimate  possibilities  of  sustaining  population  have 
in  the  past  led  to  dreams  of  impossibly  rapid  growth  in 
this   direction.      At   the    Colonial    Conference    in    Ottawa 


in   1894,  the  Hon.  G.  E.   Foster,  the  Canadian  Minister 
of   Finance,   in  supporting  Preference,   said*  : 

"Though  the  weight  of  the  Empire,  so  far  as 
population  is  concerned,  is  to-day  in  the  islands, 
the  Empire  comprises  outside  territory  which  has  a 
large  population  to-day,  and  which  twenty-five  years 
from  now  will  have  the  largest  proportion  of  the 
population  of  the  British  Empire." 
At  a  later  period  of  the  same  Conference,  Mr.  Foster 
remarkedf  : 

*'In  twenty  years'  time  the  larger  part  of  Britain 
will  be  outside  of  Great  Britain." 
Another  Canadian,  Mr.  Colmer,  wrotej  : 

"It  cannot  be  many  years  before  the  population 
of  the  Colonies  will  exceed  that  of  the  Mother 
Country,  judging  by  the  experience  afforded  in 
the  United  States." 
These  quotations  indicate  the  common  tendency  of  lovers 
of  Preference  to  speak  as  if  the  United  Kingdom 
and  the  self-governing  Colonies  alone  constituted  "The 
Empire."  The  predictions  that  in  twenty  or  twenty-five 
years  from  1894,  or  in  not  many  years  from  1896,  the 
self-governing  Colonies  would  contain  more  people  than 
the  United  Kingdom  already  look  ridiculous,  for,  in- 
stead of  being  nearer  the  United  Kingdom  in  the  number 
of  their  population,  they  are  actually  further  behind 
than  they  were.  Since  the  census  of  1891  the  population 
of  the  United  Kingdom  has  increased  by  a  number  ex- 
ceeding that  of  the  entire  population  of  to-day  in  either 
Australia  or  Canada.  During  the  eighteen  years  since 
1891,  spite  of  emigration,  the  population  of  the  United 
Kingdom   has   increased  about  seven   millions.     But  the 

*  Proceedings  Colonial  Conference,  1894,  Sessional  Papers  (sB),  Canada,  p.  208. 

t  Ibid,  p.  234. 

X  a  talis  t  Prize  Kssay,  1896,  p.  4. 


whole  of  the  self-governing  Colonies  have  only  increased, 
with  immigration  included,  about  four  millions.*  Whilst, 
therefore,  the  aggregate  population  of  the  whole  of  the 
self-governing  Colonies  in  1891  was  twenty-nine  millions 
less  than  that  of  the  United  Kingdom,  to-day  the 
aggregate  is  thirty-two  millions  less.  Of  the  British 
subjects  spread  over  the  United  Kingdom  and  the  self- 
governing  Colonies,  three-quarters  of  the  whole  are  in 
the  United  Kingdom.  If  even  it  were  right,  instead  of 
distinctly  wrong,  to  ignore  the  vast  populations  of  India 
and  the  Crown  Colonies,  the  fact  that  only  one  in  four 
of  the  white  subjects  of  the  Empire  is  in  the  self- 
governing  Colonies  might  reasonably  be  expected  to 
influence  all  minds. 

In  another  direction,  and  a  significant  one,  events 
have  signally  falsified  the  predictions  of  the  promoters 
of  Preference.  Spite  of  all  the  teachings  of  experience 
as  to  the  failure  of  even  heavy  restrictive  duties  to  effect 
their  object,  it  has  been  unhesitatingly  affirmed  that 
Preference,  even  a  small  one,  is  capable  of  diverting 
large  volumes  of  trade  from  one  to  another  channel. 
Sir  Charles  Tupper,  of  Canada,  at  the  Congress  of 
Chambers  of  Commerce  held  in  London  in  1892,  pro- 
posed a  resolution  asking  for  "a  slight  differential  duty," 
and  afterwards  added  the  words  "not  exceeding  five  per 
cent."  In  1896  Mr.  Colmer,  in  his  Statist  prize  essay, 
suggested  "small  duties,  equal  to  about  three  per  cent." 
At  the  Ottawa  Conference  the  Hon.  Mr.  Foster  spoke 
of  one  per  cent,  being  "probably  quite  sufficient"  to 
handicap  German  trade.  Take  as  another  illustration 
the  following  quotation  from  a  letter  written  in  1891  by 
the  late  Right  Hon.  Sir  John  Macdonald,  Prime  Minister 
of  Canadaf  : 

♦  White  people  only  reckoned  in  South  African  figures. 
t  Statist  Prize  Essay,  p.  15. 


"She  (Canada)  will  be  quite  ready  to  give  British 
goods  a  Preference  of  five  or  even  ten  per  cent,  in 
our  markets.    .    .    .    With  such  a  differential  scale 
of   duties   as    I    suggest,    all    manufactures   that   we 
do   not   make  ourselves  would  be  supplied  by  the 
Mother  Country." 
It  would  be  difficult  to  make  a  more  emphatic  asser- 
tion  on   the  subject  than   this  one  made    by    Sir    John 
Macdonald,   and  it  would  be  equally  as  difficult  to  find 
a  prediction  on  any  subject  that  events  had  more  com- 
pletely disproved.     Canada   has   given   five  and  ten   per 
cent.,    and  even   more.    Preference   to   British   goods  for 
the  past  ten  years,  and  yet  the  volume  of  manufactures 
imported  into  Canada  from  foreign  countries  has  greatly 
increased.     To-day  believers  in  Preference  do  not  find  it 
to  be  the  easy  task  they  imagined  it  would  be  to  support 
their  policy  by  a  simple  reference  to  the  trade  returns. 
If   the  proof  of  the  pudding  is  in  the  eating,   then  the 
Preferential  pudding  evidently  does  not  come  up  to  ex- 
pectations.    Mrs.  Partington  was  quite  as  much  justified 
in  thinking  she  could  control  the  Atlantic  with  her  broom 
as  are   politicians    in    thinking    they    can    control    vast 
volumes  of  commerce  with  taxes  so  trifling  that  they  feel 
safe  in  saying  the  prices  of  the  commodities  taxed  will 
not  be  raised. 

There  is  a  marked  change  in  the  Preferential  atmo- 
sphere in  the  United  Kingdom  in  regard  to  the  terms 
on  which  Colonial  produce  should  be  admitted  to  the 
markets  of  the  United  Kingdom.  Canadian  and  other 
Colonial  Preferentialists,  with  a  blissful  disregard  alike 
of  probabilities  and  of  experience,  asked  the  United 
Kingdom  to  become  Protectionist  as  regards  imports 
from  foreign  countries,  and  to  remain  Free  Trade  as 
regards  imports  from  the  self-governing  Colonies.  In 
the    name   of    "The     Empire"    this    extraordinary   com- 


binafion  of  opposite  policies  was  accepted  by  certain 
politicians  in  the  United  Kingdom,  but  tiie  inevitable 
has  happened.  Already  many  of  those  British  politicians 
who  began  the  descent  of  the  Protectionist  declivity, 
intending  to  stop  midway,  declare  their  intention  of  con- 
tinuing their  journey  till  they  reach  the  ditch  at  the 
bottom ;  in  other  words,  they  propose  to  tax  imports 
from  all  the  Colonies  as  well  as  those  from  foreign 
countries,  though  they  would  levy  higher  rates  on  the 
latter.  One  wrong  step  leads  to  another,  and  this  change 
in  the  United  Kingdom  may  be  accepted  as  indicative 
of  the  certainty  that,  if  the  policy  of  restriction  were 
once  adopted,  the  first  duties  would  be  only  as  the  thin 
end  of  the  wedge  to  those  that  would  follow  in  the 
course  of  time.  Colonial  Preferentialists  would  then 
probably  be  found  longing  for  a  return  of  the  days  when 
the  world's  greatest  market  w^as  free  to  them. 

It  is  specially  worthy  of  note  that  the  growing  efforts 
to  force  Preference  on  the  United  Kingdom  have  been 
simultaneous  with  the  almost  complete  failure  of  the  self- 
governing  Colonies  to  arrange  the  system  between  them- 
selves. This  is  an  important  point,  and  it  illuminates 
the  whole  situation.  That  the  self-governing  Colonies 
have  failed  to  arrange  between  themselves  those  schemes 
of  Preference  which  they  urge  the  Mother  Country  to 
arrange  between  herself  and  them  must  attract  the  atten- 
tion of  the  least  observant.  A  policy  which  a  man 
recommends  to  others,  but  hesitates  to  adopt  in  his  own 
case,  must  be  of  doubtful  value.  It  will  be  very  profit- 
able to  examine  in  some  detail  the  history  of  Preference 
between  the  self-governing  Colonies.  The  Ottawa  Con- 
ference of  1894  was  the  first  step  of  importance.  In 
Canada  and  Australia  for  years  before  that  date  wishes 
had  been  expressed  for  power  to  permit  of  local  Pre- 
ferential   arrangements    being    made;    but    though    the 
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British  Government  passed  an  Act  in  1873,  giving  the 
requisite  powers,  "nothing  came  of  that  legislation  be- 
tween 1873  and  1895,"*  than  which  fact  nothing  can 
more  effectually  show  the  hollowness  of  the  whole  busi- 
ness. Now  as  to  the  Ottawa  Conference,  its  origin  and 
its  work. 

In  1893,  which  was  a  time  of  acute  and  widespread 
commercial  distress,  the  Canadian  Government  despatched 
the  Hon.  Mackenzie  Bowell,  Minister  for  Trade  and 
Customs,  on  a  mission  to  Australia  and  New  Zealand, 
"with  a  view  to  promote  the  extension  of  trade  between 
Australasia  and  Canada,"  and  nothing  more,  except  to 
confer  on  the  subject  of  a  Pacific  cable.  On  his  return 
to  Canada,  Mr.  Bowell  made  a  report  on  his  mission 
to  the  Governor-General,  the  Earl  of  Aberdeen.  The 
report  affirmed  that  "there  can  be  no  doubt"  of  "a  large 
and  profitable  trade "  springing  up  between  the  two 
countries,  provided  proper  enterprise  were  shown.  And, 
said  Mr.  Bowellf  : 

"After  consultation   with   the   Premiers  of   New 
South    Wales,     Victoria,    Queensland    and    South 
Australia  respectively,  it  was  deemed  advisable  that 
all   the  Colonies  should  send  delegates   to  Canada 
for   the   purpose   of   a  conference   upon    matters   of 
joint    interest.      The    two   chief    items    were   under- 
stood  to  be:     (ist)   Closer  trade  relations   between 
Canada  and   the   Attstralasian   Colonies;  and   (2nd) 
the   laying   of   a    Pacific    cable    of    an    exclusively 
British  character." 
The  report  also  quoted  from  the  speech  of  Lord  Hope- 
toun,   proroguing  the  Victorian   Parliament  shortly  after 
he  (Mr.  Bowell)  left  Australia,   in  which  the  purpose  of 
the  visit  was  declared  "to  have  been   to  establish   trade 

•  SlafitI  Prize  Essay,  1896,  p.  11. 
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relations  hetween  Canada  and  Australia.'^  This  mission 
was  in  1803,  and  the  conference  which  was  proposed  was 
held  in  1894.  The  Canadian  Government  broadened  the 
basis  of  the  conference  by  including  the  Cape  of  Good 
Hope,  Newfoundland,  etc.,  in  the  list  of  invitations;  and 
at  their  wish  the  British  Government  was  represented, 
the  delegate  being  the  Earl  of  Jersey. 

The  conference  opened  in  Ottawa  on  June  29th,  1894. 
In  his  opening  address,  the  President  (the  Hon.  Mac- 
kenzie Bowell)  said*  : 

"This   conference   is   the   direct  outcome  of   the 

policy  of   the   Canadian    Government   in    its  efforts 

to  extend  trade  in  every  direction,  more  particularly 

with  its  sister  Colonies.^' 

Whilst    in    Australia    he    had    discussed    the    subject    of 

more    extended    trade    relations    "between    Canada    and 

Australia   by   means   of    modifications   of   tariffs."!      He 

also  outlined  a  scheme  to  draw  all  the  Colonies  into  a 

federation  on  a  uniform   Preferential  basis. 

The  Hon.  G.  E.  Foster,  the  Canadian  Minister  of 
Finance,  made  several  emphatic  speeches.  "We  are," 
he  said,  "a  Colonial  conference;  we  are  brought  here 
to  look  after  Colonial  interests  first."  The  delegates  had, 
he  said,  come  together  from  the  distant  parts  of  the 
earth,  and  the  sympathy  of  not  a  single  Canadian  would 
be  given  to  them  unless  they  joined  in  arranging  an 
extension  of  trade.     He  added  : 

"Are  not  we  here  because  we  want  to  make 
arrangements  with  one  another,  and  it  seems  to  me 
that  every  resolution  that  we  pass  at  this  table,  if 
it  is  to  be  of  any  consequence  at  all,  must  be 
followed  by  practical  action." 
Before  the  conference  ended  the  delegates  informally 

•  Ottawa  Colonial  Conference  Record,  p.  22. 
t  Ibid,  p.  24. 
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discussed  "the  details  of  Colonial  reciprocity,"  and  the 
special  commodities  their  respective  Colonies  could  supply, 
in  some  cases  producing  samples.  In  this  connection 
Mr.  Foster  said  that  "Canada  ought  to  be  given  a 
first-rate  position  "  in  regard  to  agricultural  implements 
in  the  other  Colonies,  and  he  expected  they  would  be 
able  to  "add  a  very  great  deal  to  the  trade"  between 
Canada  and  Australia.  In  his  closing  speech  the  Pre- 
sident said  : 

"My   desire  as   a   British   subject   is   to   see   the 
Colonies    trade    among    themselves,    and    with    the 
Mother  Country,   if  she  will  let  us.    .    .    .    There 
are  scores  of  things  in  which  we  could  trade  profit- 
ably with  each  other." 
The   words   "if  she  will    let   us"   were   remarkably   mal- 
apropos, seeing  that  the  Mother  Country  alone  of  all  the 
Empire  and  all  the  world  stood  wide  open  to  Canadian 
exports ;  but  these  words  were  remarkably  apropos  of  the 
whole  trend  of  Preferential  logic  then  and  ever  since. 

The  conference  passed  resolutions  to  the  effect  that 
the  Colonies  should  have  power  to  make  tariff  arrange- 
ments with  Great  Britain  or  with  one  another;  that 
treaty  engagements  limiting  the  power  of  the  self- 
governing  Colonies  were  to  be  deprecated;  that  Pre- 
ference between  Great  Britain  and  her  Colonies  was 
advisable;  and  then:  "Further  resolved:  That  until  the 
Mother  Country  can  see  her  way  to  enter  into  Customs 
arrangements  with  her  Colonies,  it  is  desirable  that,  when 
empowered  to  do  so,  the  Colonies  of  Great  Britain  or 
such  of  them  as  may  be  disposed  to  accede  to  this  view, 
take  steps  to  place  each  other's  products  in  whole  or  in 
part  on  a  more  favoured  Customs  basis  than  is  accorded 
to  the  like  products  of  foreign  countries." 

In  his  report  to  the  British  Government,  Lord  Jersey 
said  : 


XI 

"It  was  clearly  the  opinion  of  all   tlic  Colonial 

delegates    that    it    is    desirable    that    the    Colonies 

represented    should    make  arrangements    with    one 

another,   and,   if  possible,   with   Great  Britain." 

His  Lordship's  report  ended  with  lists  of  the  commodities 

which    had   been    sugp^ested   as   suitable  for   inclusion    in 

tariff  arrangements  between  the  Colonies. 

The  conference  closed  with  all-round  expressions  of 
kindliness,  the  delegates  returned  to  their  respective 
Colonies  and  promptly  went  to  sleep.  It  does  not 
seem  too  much  to  say  that  if  Canada  had  not,  three 
years  later,  passed  her  Tariff  Act  according  Preference, 
in  all  probability  nothing  more  would  have  been  heard 
of  Preferential  arrangements  between  the  self-governing 
Colonies.  As  it  was,  a  further  seven  years  passed  before 
a  single  such  agreement  was  made  between  any  of  the 
Colonies  themselves.  Since  then  other  agreements  be- 
tween Colonies  have  been  concluded;  but  now,  in  this 
year  1909,  fifteen  years  after  the  Ottawa  Conference,  the 
Preference  actually  existing  between  the  self-governing 
Colonies  can  only  be  likened  to  a  blighted  harvest  as 
compared  with  the  abundant  one  predicted  so  confidently 
at  the  conference  in  1894.  To-day  we  have  the  cold  fact 
that  neither  Canada  nor  Australia  gives  the  slightest 
Preference  the  one  to  the  other.  The  Preferences  that 
exist  between  Colonies  are  in  connection  with  South 
Africa  and  New  Zealand;  that  is,  with  the  smaller 
populations. 

The  five  self-governing  Colonics  aggregate  between 
them  rather  over  thirteen  millions  of  people,*  and  of 
these  nearly  eleven  millions  are  in  Canada  and  Australia. 
The  Preferential  arrangements  existing  to-day  between 
the  Colonies  do  not;  it  is  safe  to  say,  cover  more  than 
one-fifth  of  the  trade  that  would  have  been  covered  had 

*  Excluding  coloured  people  in  South  Africa. 
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each  of  them  given  Preference  to  all  the  others.  As  a 
matter  of  fact,  Australia  was  a  reluctant  participator  in 
the  Preferential  resolutions  of  the  Ottawa  Conference, 
but  Canada  and  Australia  were  the  main  factors  of 
that  conference,  and  to-day  they  are  infinitely  farther 
apart — so  far  as  tariffs  can  separate — than  they  were 
in    1894. 

According  to  the  last  available  returns*  the  aggregate 
imports  of  Canada,  Australia,  New  Zealand,  Newfound- 
land and  South  Africa  from  each  other  were  ^5,493,726, 
and  of  this  aggregate  only  the  insignificant  total  of 
;^38,i32,  less  than  one  per  cent.,  was  subject  to  Pre- 
ference. So  that  it  is  evident  there  is  "much  cry  and 
little  wool."  Truly  this  is  Preference  reduced  to  an 
absurdity.  South  Africa  makes  a  much  better  show,  but 
her  rates  of  Preference  are  so  small — about  three  per 
cent.,  more  or  less — that  they  do  little  to  influence 
imports. 

Mention  has  been  made  of  the  expectation  of  Canada 
that  she  would  be  given  "a  first-rate  position  "  in  Aus- 
tralia in  regard  to  agricultural  implements,  in  which, 
in  1894,  she  was  already  doing  a  fair  trade,  with  little 
or  no  duties  to  meet.  In  1906  an  almost  prohibitive  duty 
was  imposed  by  Australia,  and  the  last  word  in  this 
matter   is   that,    in    January   of    this    year.    Dr.    Coulter, 

♦  The  Statistician  of  the  Commonwealth  has  supplied  the  following  figiires,  which 
are  exclusive  of  specie,  and,  as  regards  Canada  and  South  Africa,  are  on  goods 
entered  for  consumption,  and  in  each  case  are  from  the  latest  statistics  available  in 
Australia  at  the  time  of  writing. 

Aggregate  imports  into  each  self-governing  Colony  from  the  other  four  : — 

Total.  Subject  to  Preference. 

Canada  /5'(2.3''JO  ••  £32(> 


Australia  1,602,122 

Ni'w  Zealand     2,584,903 
Newfoundland      764,401 

/^5.493.726 
South  Africa   ;^2, 107,567 


7.935 
29,861 

^^38.132 
.^'.835.598 
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Deputy  Postmaster-General  of  Canada,  who  was  in  Aus- 
tralia at  the  time,  accompanied  by  Mr.  Larke,  Trade 
Commissioner  for  Canada,  had  an  interview  with  Mr. 
Tudor,  the  Australian  Minister  for  Trade  and  Customs, 
to  discuss  yet  again  the  subject  of  reciprocal  trade.  At 
this  interview  Mr.  Tudor  informed  his  visitors  that 
Australia  preferred  to  make  her  owm  machinery  and  did 
not  require  Canadian.  Perhaps  there  is  another  word 
to  say  on  this  subject  of  agricultural  implements.  At 
the  very  time  Australia,  in  1906,  raised  the  duty  on 
harvesters,  from  an  ad  valorem  duty  equal  to  about  £s 
each  to  the  practically  prohibitive  specific  duty  of  ;^i2, 
she  passed  the  South  African  Preference  Act,  under  which 
harvesters  from  South  Africa  may  be  admitted  at  a 
reduction  instead  of  an  advance  on  the  lower  of  these 
rates;  that  is,  about  £4  from  South  Africa  against  ^12 
from  Canada.  The  Preference  given  by  Australia  to 
South  Africa  in  this  article,  and  indeed  in  others  also, 
is,  in  plain  words,  bogus.  It  would  not  have  been 
granted  except  for  the  known  fact  that  South  Africa  does 
not  make  harvesters.  No  Preferential  reduction  is  made 
on  this  article  even  to  the  United  Kingdom,  which 
must  pay  the  full  ;^I2,  or  three  times  the  rate  agreed 
upon  with  South  Africa.  This  is  a  novelty  in  Empire 
building. 

Whilst  Preference  between  the  Colonies  has  been  a 
plant  of  slow  growth,  retaliation  between  them  has  not 
been  entirely  absent,  as  the  following  incident  will  show. 
New  Zealand  is  a  large  exporter  of  timber,  and  when 
Australia  arranged  her  first  Federal  tarifT,  certain  duties 
were  placed  on  undressed  timber,  and  higher  duties  on 
dressed.  New  Zealand  did  not  like  this,  and  promptly 
responded  by  passing  an  Act  levying  an  export  duty  on 
undressed  timber.  Australia  and  New  Zealand,  by  import 
and  export  duties  respectively,  trying  to  wrest  each  from 
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the  other  the  work  and  profit  attaching  to  the  dressing 
of  timber.* 

These  lengthy  references  to  the  Ottawa  Conference 
and  to  later  developments  are  justified  because  they  draw 
attention  to  a  phase  of  Preference  that  is  being  lost 
sight  of  by  the  public.  It  will  be  seen  that  the  agitation 
was  started  with  the  intention  and  the  expectation  of 
arranging  a  system  of  Preference  between  the  self- 
governing  Colonies,  and  that  glowing  predictions  were 
made  as  to  the  results  that  were  to  follow  therefrom.  It 
is  equally  clear  that  the  expectations  have  not  been 
realised,  and  that  "  Failure "  is  written  in  large  letters 
on  the  schemes  for  Preference  between  the  self-governing 
Colonies. 

Having  considered  the  position  of  Preference  between 
the  self-governing  Colonies  themselves,  it  is  now  time 
to  consider  the  position  with  regard  to  the  Preference 
given  by  them  to  the  rest  of  the  Empire;  and  bearing  in 
mind  the  alleged  cement-like  qualities  of  Preference,  it 
will  be  profitable  to  examine  the  various  grants  in  detail. 
The  Canadian  Preference,  dating  from  1897,  is  marked 
by  a  broad-minded  simplicity.  The  Preference  given 
covers  the  whole  range  of  dutiable  commodities,  f  is 
liberal  in  amount,  and  extends  to  the  products  of  both 
the  white  and  the  coloured  subjects  of  the  Empire,  New- 
foundland and  Australia  excepted.  The  New  Zealand 
Preference  is  limited  to  a  rather  small  portion  of  the 
dutiable  imports,  but,  like  the  Canadian,  it  extends  to 
the  products  of  both  the  white  and  coloured  subjects  of 
the  King.     The  South   African  Preference  is  much  less 

*  One  of  the  New  Zealand  Ministers,  Mr.  Walker,  addressing  the  Legislative 
Council,  said,  "We  say  if  you  want  our  timber  for  butter  boxes,  you  must  allow  us  to 
saw  it  and  pay  our  own  mm  for  the  work."  The  bill,  he  said,  was  not  a  reprisal 
against  the  Commonwealth,  it  only  meant  that  New  Zealand  must  protect  her  own 
industries. 

f  Intoxicants  and  narcotics  excepted. 
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in  amount  than  the  Canadian ;  it  covers,  however,  a 
large  proportion  of  the  imports  subject  to  duty;  but  the 
products  of  India  and  the  Crown  Colonies  are  excluded 
from  its  benefits.  The  Australian  Preference  covers  a 
selected,  but  fairly  considerable,  range  of  imports,  is 
moderate  in  amount  (more  than  the  South  African  and 
less  than  the  Canadian),  but  it  is  limited  to  the  products 
of  the  United  Kingdom  ;  the  products  of  India  and  the 
Crown  Colonies  being  excluded.  Newfoundland  gives 
no  Preference.  Canada  created  Preference  by  reducing 
existing  duties  on  Empire  imports;  Australia,  New 
Zealand  and  South  Africa  created  Preference  by  raising 
duties  on  imports  from  countries  outside  the  area  of 
Preference.  The  creation  of  Preference  by  raising  duties 
in  one  direction,  instead  of  reducing  them  in  another, 
is  a  course  that  must  be  judged  by  the  height  of  the 
rates  dealt  with,  and  by  a  comparison  of  the  rates  after 
the  respective  changes  have  been  made. 

The  Preferences  were  given  in  all  cases  with  declara- 
tions that  they  were  very  valuable,  and  then  Australia 
and  South  Africa  excluded  330,000,000  out  of  375,000,000 
people*  from  the  area  of  preference.  True,  the  many 
millions  are  poorer  than  the  few  millions,  but  that  seems 
a  reason  for  remembering,  not  for  ignoring,  them  ;  true, 
they  are  without  political  power,  but  this  should  ensure 
the  safeguarding  of  their  interests  by  those  who  have 
political  power. 

That  the  whole  scheme  of  Preference  is  bad  is  no 
defence  for  those  who,  asserting  it  to  be  good,  legislate 
in  connection  with  it,  as  Australia  and  South  Africa  have 
done.  Leaving  out  of  question  the  sincerity  of  those 
who  pass  such  legislation  whilst  claiming  that  Preference 
is  a  most  excellent  Empire-cement,  one  can  only  wonder 
alike  at  their  judgment  and  their  logic.     The  open  slight 

•  330,000,000  India  and  Crown  Colonies,  45,000,000  United  Kingdom. 
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of  the  myriads  of  the  coloured  subjects  of  the  Empire 
involved  in  this  differential  Preference  is  deeply  to  be 
regretted.  To  slight  people  with  the  view  of  attaching 
them  to  you  seems  likely  to  end  in  failure.  To  speak 
of  these  millions  being  "excluded"  from  a  Preference 
is  a  weak  way  of  presenting  the  matter.  It  is  more 
correct  to  speak  of  their  being  penalised,  and  this  by 
their  fellow  subjects,  for  they  are  called  upon  to  submit 
to  higher  duties  on  goods  shipped  by  themselves  than 
those  charged  on  similar  goods  shipped  by  some  other 
parts  of  the  Empire.  Insult  is  added  to  injury  when 
they  are  told  that  the  system  under  which  this  penalisa- 
tion prevails  is  specially  intended  to  build  up  the  Empire. 
The  introduction  of  the  colour  line  into  the  tariff  of  any 
country  flying  the  British  flag  is  a  matter  of  the  utmost 
gravity,  and  all  the  more  so  when  it  is  done  in  the  name 
of  "The  Empire."  In  the  Australian  Act,  giving  Pre- 
ference to  South  Africa,  the  schedule  reduces  the  amount 
of  the  Preference  on  sugar  when  it  is  "produced  wholly 
or  partly  by  black  labour."  Let  it  be  remembered  by  all 
who  love  the  Empire  that  this  is  a  tariff  development 
due  entirely  to  Preference.  It  is  an  abuse  of  language 
to  talk  of  legislation  which  differentiates  between  peoples 
of  the  same  Empire  as  tending  to  cement  them  together. 

In  many  quarters  there  is  a  distinct  tendency  to  (i) 
over-estimate  the  gain  to  the  United  Kingdom  from 
Preference  in  the  Colonies,  (2)  under-estimate  the  loss 
to  the  United  Kingdom  that  would  result  from  giving 
Preference  to  Empire  products,  and  (3)  under-estimate 
the  value  to  the  Colonies  of  the  Eree  Trade  policy  of  the 
United  Kingdom. 

First,  the  over-estimate  of  the  United  Kingdom  gain 
by  Colonial  Preference.  Much  time  has  been  spent  in 
trying  to  extract  from  statistics,  especially  those  of  Canada, 
evidence  that   the  United   Kingdom  has  greatly  enlarged 
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its  exports  by  reason  of  Preferential  duties.  There  need 
be  no  hesitation  at  all,  especially  on  the  part  of  Free 
Traders,  in  recognising  that  trade  is  increased  by  reduc- 
tion of  duty,  more  especially  so  in  these  days  when  com- 
petition runs  high  and  business  is  done  on  small  margins 
of  profit.  All  other  conditions  being  equal,  a  difference 
of  2)^  per  cent.,  and  even  less,  will  often  determine  the 
destination  of  orders.  But  many  other  factors  have  to  be 
considered.  When  a  reduction  is  made  in  the  duty  on  an 
article  in  which  the  United  Kingdom  already  practically 
has  a  monopoly,  the  main  result  is  a  reduction  of  taxation 
in  the  importing  country.  The  same  result  is  arrived  at 
when  the  reduction  is  on  an  article,  like  sugar,  for  instance, 
for  which  there  is  always  a  substantial  world-price. 
It  makes  little  or  no  difference  to  the  world's  trade 
in  sugar  that  Canada  imports  from  the  British  West 
Indies,  instead  of  from  Cuba  or  Europe  :  the  balance  left 
for  the  rest  of  the  world  is  the  same,  and  the  world-value 
is  unaffected.  If  the  British  West  Indies  did  not  sell  their 
sugar  to  Canada,  they  would  sell  it  to  other  countries, 
realising  probably  the  same  price.  The  reduction  of  duty 
gives  Canada  cheaper  sugar,  which,  of  course,  is  a  good 
thing,  though  it  is  said  Canadian  refiners  have  at  times 
retained  the  whole  reduction  for  themselves,  which  is  not 
a  good  thing. 

Then  with  regard  to  manufactured  goods.  People  who 
have  been  in  possession  of  a  trade  for  a  long  time  will 
fight  against  efforts  to  take  it  from  them  ;  they  will  try 
to  economise  in  manufacture,  possibly  at  the  expense  of 
the  quality;  they  will  ask  for  lower  freights;  they  will 
cut  their  own  profits,  and  so,  often,  succeed  in  meeting 
the  extra  five  or  ten  per  cent,  levied  against  them.  It  is 
also  to  be  remembered  that  there  is  a  reflex  action  from 
Preference  in  the  Colonies  which  affects  British  trade. 
Foreign  countries  take  large  quantities  of  Colonial   pro- 
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ducts,  and  have  to  pay  for  them.  In  the  ordinary  course 
of  trade,  in  discharge  of  such  liabilities,  they  ship  large 
quantities  of  goods.  If,  however,  the  Colonial  tariffs 
differentiate  against  foreign  goods,  and  British  are  im- 
ported instead,  then  the  foreign  countries  have  moneys 
in  hand  which  the  shippers  of  the  British  goods  require. 
This  position  influences  the  exchanges  and  facilitates  the 
export  of  goods  from  foreign  countries  to  the  United 
Kingdom ;  in  short,  so  long  as  the  Colonies  are  selling 
their  produce  to  foreign  countries,  their  legislation,  which 
confers  a  benefit  on  the  importation  of  British  goods  into 
the  Colonies,  at  the  same  time  acts  as  a  bounty  on  the 
exportation  of  foreign  goods  to  Great  Britain.  Obviously, 
therefore,  Colonial  Preference  on  British  goods  acts  in 
more  ways  than  one,  and  it  is  a  question  of  the  balance 
between  gains  and  losses. 

Second  :  Under-estimate  of  the  loss  the  United  King- 
dom would  sustain  in  giving  Preference  on  imports  from 
the  rest  of  the  Empire.  The  imports  into  the  United 
Kingdom  consist  mainly  of  staple  articles,  which  are  ruled 
by  world-prices.  If  wheat  were  subject  to  a  duty  of  one, 
five  or  ten  shillings  per  quarter  from  foreign  countries 
above  what  was  levied  on  Colonial,  a  protected  market 
would  be  created  extending  over  the  whole  Empire,  and 
Colonial  sellers  would  only  dispose  of  their  wheat  at  the 
world's  value  plus  that  duty,  whatever  it  was.  The  wheat 
growers  of  the  United  Kingdom  would  exact  the  same 
advance.  On  wheat  alone  this  would  mean  many  millions 
of  pounds  to  British  taxpayers.  There  is  no  question  that 
this  is  so.  Colonial  politicians  know  this,  and  use  it  as 
an  argument  to  support  Preference  when  speaking  in  their 
own  Colonies.  Thus,  Sir  William  Lyne,  speaking  in 
Sydney  in  1904,  estimated  that  Australia  would  benefit  to 
the  extent  of  ^700,000  by  increased  prices  of  foodstuffs 
sold  in  the  United  Kingdom.     "Nothing  short  of  10  per 
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cent,  would  prove  of  much  practical  value,"  said  Sir 
William ;  and  that  percentage  was  the  basis  of  his  calcu- 
lation. The  aggregate  of  the  enlarged  payments  to  pro- 
ducers in  the  Colonies  and  in  the  United  Kingdom  would 
be  considerable,  even  at  a  low  range  of  duties,  and  a 
material  addition  to  the  cost  of  living,  apart  from  the 
taxation  levied  on   the  imports  from  foreign  countries. 

Third  :  Under-estimate  of  the  value  to  the  Colonies  of 
the  Free  Trade  policy  of  the  United  Kingdom.  The  in- 
ability of  some  people  to  recognise  that  Britain's  Free 
Trade  policy  has  been  of  sup>erb  advantage  to  the  Colonies 
is  really  surprising.  Never  before  in  the  history  of  the 
world  have  powers  of  self-government  been  given  to 
Colonies  as  they  have  been  by  Great  Britain,  and  it  is 
worthy  of  note  that  the  Free  Trade  era  was  simultaneous 
with  the  era  of  self-government.  Free  Trade  is  essentially 
a  form  of  liberty;  its  spirit  and  its  purpose  mean  liberty. 
If  the  old  spirit  of  rigid  Protection  had  not  been  cast 
out  of  Great  Britain  there  would  have  been  no  self- 
governing  powers  granted  to  over-sea  Colonies.  How 
could  there  have  been  ?  Are  the  facts  of  history  forgotten  ? 
When  the  Empire  lay  in  the  grip  of  Protection  trade  in 
the  Colonies  was  curbed  for  the  sake  of  the  manufacturer, 
the  shipowner  and  the  capitalist  of  England.  Lord 
Chatham,  whose  name  stands  high  in  British  history, 
declared  in  Parliament  that  the  British  Colonies  of  North 
America  had  no  right  to  manufacture  even  a  nail  for  a 
horseshoe.  It  is  a  big,  black  chapter  in  British  history 
that  records  how,  in  all  sorts  of  directions,  British  Colonists 
— and  the  Irish  people  likewise — were  prevented  from 
trading  when  it  was  thought  such  trading  might  in- 
juriously affect  anyone  in  England.  A  writer*  lately 
referred  to  Philip  of  Spain,  in  1564,  having  forbidden 
Spanish  colonists  to  trade  with  foreigners;  but  even  two 

*  Mr.  Bond  in  the  British  Emj-irt  Eevirw,  June,  1908,  p.  217. 


centuries,  and  more,  later  than  that,  EngHsh  legislation 
prohibited  English  Colonies  from  selling  their  produce  to 
foreigners,*  and  Ireland  was  prohibited  from  shipping 
the  product  of  her  looms  to  any  country  whatever. f 
Whilst  that  sort  of  tyranny  reigned  supreme,  self-govern- 
ment for  the  Colonies  was  an  impossibility. 

It  is  said  that  "Preference  is  not  a  new  movement," 
that  "it  was  the  historic  policy  of  England."  J  Than  this 
it  would  surely  be  impossible  to  frame  a  sentence  more 
full  of  error;  the  little  element  of  truth  which  it  contains 
makes  it  all  the  more  misleading.  The  first  factor  of 
that  "historic  policy"  was,  beyond  the  shadow  of  a  ques- 
tion, rigid  Protection  against  both  foreign  countries  and 
British  Colonies.  In  regard  to  the  British  Colonies,  in 
some  cases  where  it  was  absolutely  certain  no  English 
interest  or  industry  would  be  subjected  to  competition, 
reductions  in  duty  were  made.  So  far  as  wheat  was  con- 
cerned, the  Preference  was  given  under  a  sliding  scale, 
and  from  time  to  time  the  duties  were  suspended,  the 
Preference  varied,  and  at  times  vanished ;  the  interests  of 
the  British  farmer  ruled  legislation  all  the  time,  except 
when  fear  of  famine  compelled  a  reluctant  Parliament  to 
suspend  duties. §  The  Preference  that  the  United  King- 
dom is  asked  to  give  to-day  does,  in  fact,  represent  "a  new 
movement."  The  old  position  was  one  of  enormous  taxa- 
tion and  restriction  of  trading  rights,  mitigated  by  some 
concessions  to  the  Colonies  :  to-day  it  is  asked  that  special 
advantages  may  be  given  to  the  Colonies,  but  that  the 
enormous  taxation  and  the  restrictions  that  formerly 
accompanied  Preference  be  not  imposed.  There  is  not 
much  "historic  )X)liry  "  about   that. 

*  McCulloch  "  Commercial  Dictionary,"  p.  349. 

+  Commercial  Tariffs  of  the  United  KinKdom,  presented  to  Parliament,  i8g8. 
X  Tariff  Commission's  Colonial  Preference  and  Imperial  Reciprocity,  June,  1908. 
^  The  anthor,  in  his  "  Commerce  and  the  Fnipire,"  pp.  58  and  59,  gives  a  numl)er 
of  illustrations  of  the  illusory  character  of  this  F'referencc  on  wheat. 
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Having  considered  these  three  tendencies,  it  may  be 
worth  while,  very  briefly,  lookinp^  at  the  pro^^ress  riiade 
by  Canada,  in  view  of  the  fact  that  in  that  country,  perhaps 
more  than  in  any  other  part  of  the  Empire  where  a  re- 
strictive policy  has  been  adopted,  a  belief  is  largely  held 
that  internal  expansion  results  from  external  restriction — 
tiiat  the  growth  of  Canada  may  be  attributed  to  the  Cana- 
dian tariff.  Preference  is  now  linked  with  that  tariff,  for 
which  it  is  both  an  excuse  and  a  bulwark.  The  policy  of 
restriction,  or  Protection,  as  some  prefer  to  call  it,  was 
adopted  by  Canada  in  1879.  How  did  population  respond 
to  this  tariff  policy?  Census  returns  show  that  in  the  ten- 
year  periods  ending  1881,  1891  and  1901  the  increases  of 
population  were  21,  12  and  11  per  cent.  The  big  increase 
was  in  the  first  period,  when  only  two  of  the  ten  years 
enjoyed  the  exhilarating  effect  of  the  tariff,  and  with  this 
first  period  the  second  and  third,  which  were  really  under 
the  tariff,  compare  very  badly.  Since  1901  there  has  been 
a  marked  increase,  yet  the  highest  estimate  of  the  increase 
up  to  this  year  (1909)  does  not  represent  a  greater  per- 
centage increase  than  that  of  the  pre-tariff  period.  So 
much  for  population.  Prosperity  of  a  very  notable 
character  has  undoubtedly  existed  in  Canada  for  some 
years  up  to  quite  recently,  but  this  is  clearly  traceable  to 
(i)  the  expansion  of  natural  industries,  resulting  in  an 
immense  increase  of  exports,  and  (2)  the  importation  of 
very  large  amounts  of  capital.  During  all  this  time  the 
protected  manufacturer  in  Canada  has  had  nothing  to  do 
but  sit  tight,  rake  in  the  dollars,  and,  surveying  the  pro- 
sperity of  the  country,  say  "I  did  it."  It  is  noteworthy 
that  during  the  years  of  exuberant  prosperity  the  imports 
of  commodities  into  Canada  reached  a  vast  and  unprece- 
dented flood,  and  that,  as  the  flood  lessened,  so  did  the 
prosperity.  The  statistics  of  Australia  and  of  New 
Zealand  are  full  of  evidence  to  the  same  effect.     In  all  the 
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Colonies  the  experience  has  been  the  same,  big  imports 
and  good  times  have  gone  together.  Even  manufacturers 
in  the  Colonies  have  been  able  to  employ  more  labour  in 
times  of  large  than  in  times  of  small  imports.  Anyone 
can  see  these  facts  for  himself,  and,  if  seeing  and  believing 
went  together  in  all  cases,  restrictive  tariffs  would  be  in 
grave  danger.  Possibly  there  is  a  Protection  microbe  that 
affects  the  mental  vision  of  its  victims. 

The  Protection-Preference  system  works  out  as  follows  : 
If  ^100  of  cotton  or  linen  dresses  be  made  and  sold  in 
Australia,  the  manufacturer  will  pay  just  ^o  os.  od.*  If 
^loo  of  British-made  be  sold  in  Australia,  ;^'35,  plus  10 
per  cent.  =  ^38  los.  must  be  paid.  If  ^100  of  foreign- 
made  be  sold,  ^40,  plus  10  per  cent.  ==  £^^  must  be  paid. 
Then  the  Australian  manufacturer  boasts  of  "how  good 
we  are  to  the  dear  Mother  Country."  As  a  matter  of  fact, 
"the  dear  Mother  Country"  is  exceedingly  useful  to  the 
Colonial  manufacturer;  skilfully  dangled  before  a  Colonial 
Parliament,  extra  Protection  may  be  secured. 

It  is  a  matter  of  real  regret  that  in  any  Colony  giving 
a  Preference  any  feeling  should  exist  that  Great  Britain 
was  taking  something  for  which  she  gave  nothing.  This 
is  one  of  the  real  dangers  attending  Preference.  At  the 
Ottawa  Conference  in  1894  *^^^  of  the  Canadian  Ministers, 
Mr.  Foster,  said : 

"  I  say,  as  far  as  I  am  concerned — and  I  think  as 
far  as  Canada  is  concerned— the  day  will  be  consider- 
ably distant  when  we  will  propose,  if  it  is  not  to  our 
advantage  somewhat,  to  give  very  great  commercial 
advantages  to  the  British  Empire  without  receiving 
something  in  return." 
Yet  three  years  later,  under  the  guidance  of  another 
Ministry,  Canada,  unasked  and  without  any  return,  gave 

•  If  he  used  foreign  instead  of  Rritish  goods  he  would  pay  5%  on  the  cost  of  such 
material.     The  Protection  shown  in  this  illustration  is  happily  above  the  average. 
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a  very  substantial  tariff  Preference.  This  Preference  has 
been  continued  to  the  present,  and  at  the  Colonial  Con- 
ference of  1907  the  Prime  Minister  of  Canada,  Sir  Wilfrid 
Laurier,  in  spite  of  much  pressure  to  take  up  a  contrary 
attitude,  would  not  press  for  something  in  return.  The 
Empire  owes  much  to  the  dignified  reticence  of  Sir  Wilfrid. 
It  is  clear,  however,  that  a  number,  perhaps  a  consider- 
able number,  of  people  in  Canada  think  that  their  policy 
of  Preference  is  of  very  great  value  to  British  trade,  and 
thinking  so,  they  very  naturally  hold  views  similar  to 
those  expressed  by  Mr.  Foster  in  1894  to  the  effect  that  a 
Preference  given  by  a  Colony  calls  for  a  return  Preference 
from  the  Mother  Country.  It  is,  therefore,  of  the  highest 
importance  that  sound  views  should  be  held  of  the  value, 
influence  and  consequences  of  Preference.  Very  numerous 
instances  could  be  mentioned  of  Colonial  politicians  who 
have  strongly  insisted  that  it  was  the  duty  of  Great  Britain 
to  give  Preference  to  her  Colonies,  and  it  is  probably 
because  of  this  insistence  that  the  Tariff  Reform  party  in 
England  have  presumed  to  speak  of  "the  Colonial 
demand."* 

The  love  and  devotion  of  the  people  of  the  self-govern- 
ing Colonies — the  sister  nations — to  the  King  and  Empire 
are  quite  as  intense  as  are  those  of  the  people  who  live 
in  the  heart  of  the  Empire,  and  herein  lies  a  great  danger. 
Patriotism  is  often  used  as  a  cover  for  schemes  of  the 
most  extreme  selfishness,  and  when  national  feeling  has 
been  worked  up  to  a  white  heat,  steps  may  be  taken,  legis- 
lation  may  be  enacted,   without  that  cool  judgment  and 

•  The  words  quoted  appeared  in  the  Monthly  Notes  on  Tariff  Reform  oi  ]\i'c\e,  1907, 
Another  rash  statement  appeared  in  the  Tarifif  Commission  report  on  "  Colonial  Pre- 
ference and  Imperial  Reciprocity,"  July,  1908.  It  was  affirmed  that  at  the  1902 
Conference  "  The  Colonial  Ministers  undertook  to  grant  further  preferences  to  the 
United  Kingdom  " — notwithstanding  the  well-known  fact  that  a  tariff  preference  by  a 
self-governing  Colony  can  only  be  granted  by  the  Parliament  of  that  Colony,  and  not 
One  of  them  had  authorised  the  Ministers  to  make  such  a  promise. 
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calm  inquiry  ordinarily  given.  The  people  of  the  United 
Kingdom  are  becoming  increasingly  alive  to  the  wealth 
of  love  and  devotion  that  exists  in  the  young  sister  nations, 
and  this  tends  to  take  the  edge  oflf  their  criticism  of  unwise 
proposals.  To  use  Empire  sentiment  in  any  part  of  the 
Empire  for  party  gain  ought  to  be  judged  a  great  offence, 
but  to  use  it  with  a  view  to  secure  money  gain  for  private 
industry  is  a  still  greater  offence.  Sentiment  is  the  life- 
blood  of  a  nation  :  it  must  be  kept  pure;  and  no  greater 
mistake  can  be  made  than  for  public  men  to  withhold 
criticism  that  may  tend  to  keep  it  from  deteriorating. 

It  does  not  seem  to  be  recognised  yet  that  consumers 
of  food  throughout  the  Empire,  outside  the  United  King- 
dom, owe  a  debt  of  gratitude  to  the  people  of  the  United 
Kingdom  for  refusing  to  take  up  the  scheme  of  Prefer- 
ence. A  tax  on  bread  stuffs  in  the  United  Kingdom,  on 
a  Preference  basis,  would  not  only  raise  the  cost  in  the 
United  Kingdom,  but  also  correspondingly  throughout 
the  Empire;  dearer  bread  in  England  means  also  dearer 
bread  in  Canada.  This  is  only  one  illustration  of  many 
that  could  be  given  showing  that  the  people  of  the  United 
Kingdom  have  not  been  taking  up  a  selfish  position  in 
this  matter,  but  have  really  been  fighting  for  the  welfare 
of  the  people  of  the  whole  Empire. 

Again  and  again,  with  justifiable  pride,  Canadians, 
Australians  and  other  Colonists  point  to  their  boundless 
acres  and  their  vast  possibilities  of  production,  and  appar- 
ently they  don't  see  that  in  so  doing  they  destroy  the  main 
argument  for  Preference.  The  truth  is  that  the  Empire 
is  much,  very  much,  too  big  for  tariff  barriers  against  the 
rest  of  the  world.  The  self-governing  and  other  Colonies, 
as  well  as  India,  must  trade  with  foreign  countries,  for 
they  need  the  consuming  powers  of  their  vast  populations. 
Those  who  believe  most  in  the  expansion  of  Canada, 
Australia,  India,  etc.,  etc.,  are  the  people,  above  all  others, 
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who  ought  to  see  that  the  consuming  powers  of  the  United 
Kingdom  are  limited  by  the  extent  of  its  population,  and 
that  these  are  destined  to  be  overtaken  in  one  commodity- 
after  another,  even  as  they  are  already  overtaken  in  several 
commodities.  Wool  is  a  conspicuous  example.  Australia 
alone  is  producing  more  wool  than  the  whole  British 
Empire  consumes,  and  yet  New  Zealand  and  South  Africa 
also  have  large  supplies.  In  bygone  years,  of  the  aggre- 
gate exports  of  the  Empire,  manufactured  goods  shipped 
by  the  Mother  Country  have  been  the  great  feature;  but 
the  time  is  gradually  coming  when,  of  the  Empire's  aggre- 
gate exports,  by  far  the  greatest  feature  will  be  the  products 
of  the  Empire  outside  the  Mother  Country.  In  truth, 
therefore,  Preference  cannot  be  associated  with  the  biggest 
and  most  human  outlook  of  a  wonderful  Empire.  The 
real  "little  Englanders"  are  those  whose  vision  does  not 
extend  beyond  the  Empire. 

It  is  clear  that  Preference  does  not  improve  on 
acquaintance.  True,  it  has  been  boomed  in  Great  Britain 
by  Colonial  statesmen,  but  it  is  also  true  that  they  in 
their  own  Protectionist  Colonies  have,  more  often  than 
not,  failed  to  agree ;  the  policy  did  not  stand  the  test 
of  efforts  at  bargaining  between  Protectionists.  When 
it  was  a  question  of  giving  a  Preference  to  Free  Trade 
England  without  bargaining,  it  was  easy  sailing,  for  a 
concession  could  be  balanced,  and  a  little  more  than 
balanced,  by  an  increase  of  the  sum  from  which  the 
concession  was  to  be  deducted.  This  is  what  the  Times 
aptly  described  as  "derisory  Preference"*;  or,  as  in  the 
case  of  Canada,  where  a  generous  and  all-round  Pre- 
ference was  given,  the  Preferences  can  be  reduced  in  the 
interest  of  local  industry  when  required,  which  has  been 
done  in  that  of  woollens.  The  mind's  eye  can  see  a 
lurid    picture    of    what    might    occur    if    Great    Britain, 

*  Referring  to  the  new  Australian  tariff,  August,  1907. 
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swallowing  the  Preference  sprat,  became  Protectionist, 
and  then  attempted  to  bargain  with  her  Protectionist 
Colonies. 

In  this  article,  so  far,  the  subject  has  been  considered 
from  its  purely  business  or  financial  aspect.  There  are, 
however,  far  greater  and  more  momentous  objections  to 
the  whole  scheme  of  Preference  than  any  yet  advanced. 
These  objections  are  bound  up  in  the  history  of  the 
Empire  :  its  position  to-day,  its  prospects  for  to-morrow, 
and  its  relations  with  the  rest  of  the  world. 

The  enormous  territories  over  which  the  flag  of  the 
Motherland  floats  to-day  were  mainly  acquired  when 
they  were  not  much  wanted,  certainly  not  much  needed, 
by  other  nations;  and,  indeed,  it  cannot  be  said  that 
they  were  either  greatly  wanted  or  needed  by  Great 
Britain  herself.  When  they  were  thus  acquired  there 
was  not  one  nation  in  Europe  that  really  needed  any 
outlet  for  population,  nor  was  there  any  country  whose 
own  food  supply  was  insufficient.  Naturally,  Great 
Britain,  with  her  small  area,  was  the  first  European 
country  to  feel  the  pressure  both  in  the  direction  of  too 
many  people  and  too  little  food.  So  far,  however,  as 
the  food  supply  was  concerned.  Great  Britain  easily 
obtained  from  the  Continent  of  Europe  the  extra  supplies 
she  required.  But  rapid  changes,  growth  unparalleled, 
marked  the  nineteenth  century,  which,  beginning  with 
an  aggregate  European  population  of  175  millions,  closed 
with  one  of  400  millions,  whilst  in  the  interval  the  out- 
flow to  distant  lands  with  its  own  natural  increase  reached 
another  100  millions.  The  world  position;  the  relation 
between  countries  and  between  continents;  the  need,  one 
nation  of  another,  in  regard  to  both  room  and  food,  have 
all  undergone  developments  that  are  simply  stupendous; 
developments  that  even  yet  it  is  probable  few  statesmen 
either  fully  understand  or  appreciate;  developments  that 
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to-day  are  still  unfolding  and  which  during  the  twentieth 
century  must  create  further  momentous  changes. 

When  Great  Britain  took  possession  of  millions  and 
millions  of  square  miles  of  new  countries  the  world 
generally  was  not  greatly  interested  in  the  matter,  and 
certainly  attached  no  importance  in  this  connection  to 
the  fiscal  policy  under  which  the  Empire  was  governed. 
But  gradually  as  the  last  century  advanced  the  sleepy 
world  rubbed  its  eyes  and  woke  up.  Gold  was  found 
in  vast  quantities;  goods  were  carried  by  steam  on  sea 
and  on  land ;  messages  were  carried  by  electricity  the 
wide  world  over;  science  won  victories  in  all  directions; 
under  various  influences  population  increased  as  it  had 
never  increased  before;  emigration  on  a  scale  unknown 
to  history  developed;  north  and  south,  east  and  west, 
the  nations  came  closer  together,  for  distance  ceased  to 
count  as  it  had  done;  and  the  Empire — our  Empire — 
opening  its  lungs  to  the  winds  of  heaven,  "hitched"  its 
"wagon"  to  the  star  of  Free  Trade. 

The  Empire  position  was  unique  and  inspiring.  Very 
little  consideration  will  show  that  freedom,  as  the  govern- 
ing principle  in  trade,  was  called  for;  that  it  eminently 
fitted  the  times,  the  people,  and  the  position  of  world 
politics.  It  was  natural  that  the  race  whose  sons  had 
won  for  the  Empire  so  much  of  the  w^orld's  vacant  spaces 
should  be  the  one  to  first  make  this  great  advance  in 
human  freedom,  and  it  was  assuredly  due  to  the  world 
that  the  Power  which  had  possessed  itself  of  all  these 
lands  should  maintain  its  possession  in  no  dog-in-the- 
manger  spirit.  The  historian  of  the  future,  when  he 
calmly  records  the  events  of  the  nineteenth  century,  will 
probably  say  that  the  inauguration  of  Free  Trade  not 
only  did  much  to  build  up  the  British  Empire,  but  was, 
almost  beyond  words,  instrumental  in  reducing  the 
natural  jealousy   felt   by   other   Powers  consequent   upon 
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the  monopoly  of  new  lands  which  Great  Britain  had 
estabHshed,  and  that  it  was  accepted  as  reasonable  for 
the  supremacy  of  the  seas  to  be  in  the  hands  that  main- 
tained the  freedom  of  commerce. 

But  the  unexpected  happened  :  the  Mother  Country 
gave  self-government  to  one  Colony  after  another,  and 
the  result  was  that  first  one  and  then  another  of  them 
departed  from  the  simple  path  of  Free  Trade  and  built 
up  a  tariff  against  the  world,  the  Mother  Country  in- 
cluded. There  was  little  room  for  complaint  on  the  part 
of  foreign  countries  so  long  as  they  and  the  Mother 
Country  were  equal  sufferers.  Yet  undoubtedly  every 
such  tariff  did  something  to  weaken  the  strength  and  to 
lessen  the  nobility  of  the  Empire  position.  But  again 
the  position  changed,  and  again  for  the  worse.  The 
Colonies,  or  some  of  them,  added  to  their  system  of 
Protection  the  system  of  differentiation  against  foreign 
countries :  a  Protection-penalty  system ;  Protection  plus 
penalty  against  foreign  countries;  Protection  minus 
penalty  against  the  Motherland. 

It  would  be  difficult  to  exaggerate  the  far-reaching 
importance  of  the  principle  involved.  It  was  not  long 
before  a  tariff  war  began  between  Canada  and  Germany, 
a  contest  which  has  now  lasted  for  some  years.  This 
is  very  lamentable.  It  is  difficult  to  see  the  difference 
between  a  tariff  war  with  the  Empire  or  one  with  part 
of  the  Empire,  for  the  ultimate  political  responsibility 
is  certainly  that  of  the  Empire.  Few  will  be  found 
willing  to  contend  that  any  benefit  to  British  trade  in 
Canada  consequent  on  Preference  can  outweigh  the 
seriousness  of  a  strain  on  the  relations  of  Great  Britain 
with  a  great  European  Power.  It  is  needful  very  clearly 
to  keep  in  view  a  special,  perhaps  the  special,  con- 
dition that  marks  the  British  I<]mpire,  differentiating  it 
from  any  other  that  exists  to-day.     The  countries  under 
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its  sway  are  equal  in  area  to  several  Europes  :  that  is  a 
big  fact.  There  is  no  area  in  the  world  equal  to  a  substan- 
tial part  of  even  one  of  our  Colonies  available  to-day  for 
colonisation  by  any  other  European  Power;  and  that  is 
a  big  fact.  Whether  the  policy  of  Protection  be  finan- 
cially sound  or  unsound,  it  is,  at  any  rate,  a  fruitful 
cause  of  strife  between  nations,  and  evidently  that  danger 
of  strife  is  multiplied  when  Protection  is  capable  of  being 
brought  into  play  by  any  one  head  of  a  many-headed 
Empire.  If  that  policy  were  generally  adopted  through- 
out the  Empire,  as  well  as  being,  as  it  is,  entrenched 
in  front  of  vast  areas  of  lands  as  yet  but  little  developed, 
the  high-water  mark  of  danger  would  surely  be  reached. 
Under  the  influence  of  the  ignorance  and  prejudice  which 
centre  in  the  policy  of  restriction — Protection,  if  you  will 
— a  silly  surprise  is  expressed  that  the  commerce  of 
nations,  long  backward,  is  at  last  expanding,  when  joy 
might  be  looked  for,  that  prosperity  is  increasing  in  the 
family  of  nations. 

"Political  economy,"  says  Ruskin,  "...  is  impos- 
sible except  under  certain  conditions  of  moral  culture."* 
The  present  is  a  time  to  test  the  moral  culture  of  the 
Mother  Country.  Though  Preference  is  but  a  sprat  in 
the  balance  of  debits  and  credits  of  mere  trading,  it  has 
in  it  a  quality,  a  venom,  that  might  easily  lead  to  the 
gravest  danger  to  the  existence  of  the  Empire. 

Wealth  has  its  responsibilities :  our  Empire  is 
dowered  beyond  all  others  with  fertile  lands  and  latent 
riches;  therefore  a  trading  policy  more  generous  than 
that  of  any  other  nation  is  due  to  the  world.  It  has 
been  given  to  the  world,  and  cannot  now  be  withdrawn 
and  the  skinflint  policy  of  Protection  substituted,  how- 
ever diluted  at  the  first,  without  courting  more  wide- 
spread antagonism   than   is  aroused  by  the  same  policy 

•  "  Muncra  Pulveris." 
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followed  by  any  other  nation.  In  art,  science,  manu- 
facture, and,  in  fact,  in  everything  that  makes  for  human 
happiness,  advancement  to-day  exceeds  anything  ever 
recorded  in  history.  Never,  therefore,  was  liberty  so 
needed,  so  invaluable  to  civilisation  and  humanity,  never 
was  she  so  precious;  to  weaken  in  her  defence  would  be 
a  crime;  to  uphold  her  and  to  glory  in  her  is  to-day  the 
proud    privilege   and    the    pressing   duty   of    the    United 

Kingdom. 

Edward  Pulsford. 
Sydney,  May,   1909. 

P.S. —  Sydney,  May,  1910. — Twelve  months  have 
passed  since  this  paper  was  written,  but  through  various 
causes — chiefly  arising  from  the  distance  of  Australia  from 
England — its  publication  has  been  delayed.  The  twelve 
months  have,  however,  only  added  force  to  the  arguments 
brought  forward;  for  not  the  slightest  progress  has  been 
made  in  the  interval  in  preferential  arrangements  between 
the  Dominions  themselves — the  originators  and  supporters 
of  Preference.  On  the  other  hand,  Empire  controversies 
have  been  increased  in  connection  with  the  preferential, 
or  differential  tariffs,  notably  that  of  Canada.  The  fact 
that  the  policy  called  "  Preference  "  breeds  controversy 
and  leads  to  disunion  rather  than  to  union  is  daily  be- 
coming clearer.  E.  P. 
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"  We  should  not  be  pyecluded  fyoin  taking  the  initiative,  and  must  do  all  in  our 
pjwir  L)  encourage  the  subject  being  brought  forward  in  the  most  practical  form." 

—Sir  Edward  Grev,  May  9,  1906. 
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FOR  AN  ARREST  OF  ARMAMENTS. 


I. 

If  the  world  is  not  to  be  ag-ain  cheated  of  the  boon  it  so 
much  needs  and  has  so  long-  demanded,  the  problem  of  the 
arrest  of  armaments  will  be  the  chief  item  upon  the  pro- 
gramme of  the  Second  Hag-ue  Conference,  in  the  initiation 
of  which  both  the  Russian  and  the  American  Governments 
have  taken  the  first  steps.  Some  eminent  lawyers  whose 
g-eneral  sympathy  with  the  Peace  movement  is  well  known 
are  pressing-  forward  for  consideration  the  subject  of  the 
immunity  of  property  at  sea  in  time  of  war.  There  is  no 
objection  to  this  so  long  as  it  does  not  interfere  with  the 
predominance  of  the  question  which  is  of  supreme  moment 
in  international,  relations  ;  but  anyone  who  on  this  occasion 
puts  a  stumbling-block  in  the  way  of  an  agreement  for  the 
limitation  of  armaments  will  incur  a  grave  responsibility. 
"  We  may  ask,"  as  Col.  Gilinsky,  the  Russian  military  dele- 
gate at  the  Hague,  said  in  iSgg,  "  whether  the  peoples  repre- 
sented at  the  Conference  will  be  entirely  satisfied  if,  at  the 
end,  we  give  them  arbitration  and  rulfs  of  warfare  and 
nothing  for  times  of  peace — this  armed  peace  which  weighs 
so  heavily  upon  them  that  a  fresh  war  would  appear  to  be 
preferable."  The  working  classes  and  the  "  intellectuals  " 
of  Europe  and  America  have  shown  that  they  are  not  at  all 
satisfied  with  the  failure  of  seven  years  ago.  Arbitration 
was  a  very  great  gift,  but  in  times  of  what  is  called  peace 
every  household  in  the  civilised  world  is  still  robbed  to  main- 
tain    this     irrational     system     of     waste     and     exploitation. 
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The  blood-tax  continues  through  all  "ententes  ";  the  cost 
of  armies  and  navies  is  still  growing,  though  seven  years 
ago  the  authorised  envoys  of  the  world's  governments  de- 
clared it  to  be  ruinous  and  intolerable.  Here  and  in  France, 
at  least,  we  have  Ministries  pledged  to  do  what  they  can  for 
international  peace  and  retrenchment  ;  and  the  political 
situation,  both  national  and  international,  is  so  favourable 
that  we  cannot  believe  that  the  opportunity  will  be  missed. 

The  time  for  vague  promises  and  pious  aspirations  is  past. 
It  is  delightful  to  hear  speeches  of  welcome  to 
County  Councillors  in  Paris,  and  Burgermeisters  in 
London,  invocations  of  a  League  of  Peace  on  plat- 
forms whence  the  note  of  retaliation  h.as  more  often 
rung,  and  Imperial  assurances  that  even  between  Germany 
and  England  there  need  be  nothing  but  good  feeling. 
"  You  see  that  we  have  the  same  programme,"  says  a  fat 
burgess  to  a  lean  out-o'-work,  in  a  French  cartoon.  "I'd 
rather  we  had  the  same  merm,''^  is  the  grim  reply.  The  re- 
spectable and  comfortable  folk  who  govern  our  policy  with- 
out feeling  the  pinch  of  our  social  conditions  will  do 
well  to  study  the  recent  growth  of  the  Labour  vote,  and 
other  signs  of  the  times.  If  tliey  think  the  reaction  against 
Imperialism  has  gone  as  far  as  it  can,  they  are  entertaining 
a  perilous  delusion.  The  Peace  Party  has  won  a  great 
victory,  but  it  requires  a  substantial  as  well  as  a  sentimental 
reward. 

It  has  been  pretended  that  the  discussion  of  the  arma- 
ments problem  by  a  handful  of  military  and  naval  experts 
at  the  Hague  in  1899  showed  the  insuperable  difficulties  in 
the  way  of  an  international  agreement.  We  might  just  as 
well  set  up  a  committee  of  landlords  and  lawyers,  and  expect 
tiu  ni  to  scttlf  the  l.ind  f|Uf.sti()n  in  a  series  of  secret  meetings 
extending  over  less  than  two  months.  The  astonishing 
thing  is  that  those  meetings  should  have  served  any  really 
useful  puipos(,-.  Kcgardcd  as  jjii'liininary  to  a  serious  at- 
tack upon  the  subject,  they  were  exceedingly  useful.  They 
opened  up  the  whole  field.      They  showed  the  enemy  in  his 
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streng-th  and  weakness.  While  they  gave  an  opportunity 
for  some  excellent  declarations  of  feeling  by  delegates  of 
the  sinaller  States,  and  for  steadfast,  if  ill-equipped,  ad\o- 
ca(  y  by  the  Russians,  they  exhibited  the  unintelligent  inertia 
of  most  of  the  great  Powers,  and  the  positive  recalcitrancy 
of  one  or  two  of  them.  Above  all,  they  proxed  the  need 
of  a  statesmanlike  plan  and  statesmanlike  personalities 
The  Russian  Ciovernment  tumbled  pell-mell  upon  the  Round 
Table  all  the  factors  of  the  problem — cjuestions  of  material, 
of  men,  of  money — and  left  them  to  be  tossed  to  and  fro 
by  the  soldiers  and  sailors  of  the  Committee  and  its  sub- 
committees, some  of  them  well-meaning  enough,  others  mili- 
tarists fur  sang  of  the  old  or  new  schools,  like  Col.  Ciross  von 
Schwarzhoff  and  Capt.  Mahan.  What  would  have  happened 
to  the  Arbitration  idea  if  it  had  been  left  in  such  a  wav  in 
such  hands?  V>wt  there  happened  to  be  a  big-,  simple  man  of 
few  words,  clear  thoughts,  and  tenacious  will,  who  had 
waited  through  a  lifetime  of  weary  diplomatic  routine  for 
this  supreme  opportunity  of  serving  the  commtin  jiiople. 
The  Arbitration  Section,  and  therefore  the  Conference  itself, 
was  saved  by  Pauncefote's  simple  proposal,  for  a  Permanent 
Court.  There  were  generals  and  admirals,  colonels  and 
captains  galore  on  the  Armaments  Committee  ;  but  there 
was  no  Pauncefote. 

Nor  was  there  any  evidence  that  the  (>overnments  had 
given  any  serious  consideration  to  the  problem.  The  Tsar's 
first  rescript,  which  was  almost  wholly  devoted  to  an  ex- 
posure of  the  ruinous  consequences  of  the  increase  of  ar- 
maments, was  issued  on  August  24,  and  Count  Muravieff's 
more  detailed  programme  on  December  30,  1898.  The  Con- 
ference did  not  meet  until  May  18,  1899  ;  yet  the  envoys 
came  to  their  task  as  innocent  of  any  constructive  ideas  as 
any  casually-chosen  dozen  of  M.P. 's  would  be.  Among  the 
few  positive  notes  that  stand  out  in  the  discussions  are  Sir 
John  Ardagh's  defence  of  the  Dum-dum  bullet.  Sir  John 
Fisher's  catalogue  of  difficulties  in  the  way  of  a  naval  truce, 
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and  Captain  Mahan's  note  against  the  otherwise  unanimous 
interdiction  of  asphyxiating-  projectiles.  If  there  had  been 
any  real  leadership  these  things  would  have  sunk  into  com- 
parative insignificance,  instead  of  colouring  the  whole  pro- 
ceedings. It  was  like  a  Parliament  without  a  Ministry — such 
poor  strength  as  it  had  was  frittered  away  in  criticism.  On 
March  9,  1899,  ^^'  (now  Lord)  Goschen,  then  First  Lord  of 
the  Admiralty,  referred  to  the  coming  Conference  in  the 
House  of  Commons,  and  after  speaking  of  the  competitive 
increase  of  navies,  said  : — 

I  have  now  to  state  on  behalf  of  her  Majesty's  Government 
that  if  the  other  great  naval  Powers  should  be  prepared  to  diminish 
their  programmes  of  ship-building,  we  should  be  prepared  on  our 
side  to  meet  such  a  procedure  by  modifying  ours.  The  difficulties 
of  adjustment  are,  no  doubt,  immense,  but  our  desire  that  the  Con- 
ference should  succeed  in  lightening  the  tremendous  burdens  which 
now  weigh  down  all  European  nations  is  sincere. 

But  if  the  desire  was  sincere,  why  did  the  British  Govern- 
ment produce  no  proposal  in  the  Conference,  and  why  did 
the  British  naval  delegate  Limit  himself  to  a  critical  attitude? 
Mr.  "W.  T.  Stead,  going,  perhaps,  a  little  too  far,  in  his 
\aluablc   report  of  the   Conference,*  says  : — 

To  elaborate  a  proposition  for  the  foundation  of  an  international 
or  rather  universal  agreement  covering  matters  at  once  of  finance, 
the  army,  and  the  navy,  was  an  enterprise  which  required  tlie 
economic,  diplomatic,  and  oratorical  genius  of  a  Gladstone.  It 
needed  that  the  whole  Budgets  of  the  States  concerned  should  be 
assimilated,  the  armies  and  navies  of  the  world  passed  in  review, 
and  finally  a  project  formulated  which  could  be  accepted  by  the 
contracting  parties  without  sacrifice  to  their  several  interests,  and 
provided  with  effective  sanctions  for  its  execution.  The  delegates 
expected  that  the  Russian  projiosition  would  be  ])receded  In- 
a  summary  argument  and  developed  with  the  abundance  of  detail 
and  care  which  made  Gladstone's  Budget  speeches  famous.  They 
were  roughly  undeceived.  The  Russians  excel  no  more  in  formu- 
lating a  great  financial,  military,  or  naval  programme  than  in  an 
appeal  to  public  opinion.     They  arc  disposed  to  take  it  for  granted 
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that  even-one  they  address  knows  as  much  as  themselves,  and  that 
it  is  only  necessary  to  establish  a  few  general  principles.' 

But  who  are  we  to  criticise  the  feeble  initiative  of  a  decrepit 
autocracy?  If  British  Ministers  under  direct  control  of  a 
popularly-elected  assembly  are  not  bound  to  make  good  their 
promises,  what  rig-ht  have  we  to  expect  the  professional  war- 
makers  of  St.  Petersburg-  to  give  us  the  benefits  of  perma- 
nent peace?  This  time,  at  least,  we  had  better  be  prepared 
to  help  ourselves. 


II. 

Let  us  recall,  with  the  aid  of  the  official  report  publi.slied 
as  a  large  yellow-book  by  the  Dutch  Government,  the  proce- 
dure of  1899,  by  way  of  indication  of  "  how  not  to  do  it." 
At  its  first  sitting  on  May  23,  the  Armaments  Section  of  the 
Conference  divided  itself  into  two  —  military  and  naval  — 
sub-committees.  IVI.  Beernaert,  the  septuagenarian  Belgian 
statesman  who  presided  over  the  Section,  reminded  it  at  tht. 
outset  of  the  gravity  of  its  task.  It  was,  he  showed,  no 
new  aim.  The  Congress  of  Vienna  in  1816  sought  to  bring 
about  a  European  disarmament  ;  Alexander  I  corresponded 
with  Lord  Castlereagh  with  the  same  aim  ;  in  1868  an  Inter- 
national Militarv  Commission  met  in  St.  Petersburg  and 
decreed  the  absolute  interdiction  of  certain  explosives  ;  an 
arrest  of  armaments  was,  in  fact,  "  an  ideal  which  has  for 
centuries  pre-occupied  thinkers  and  statesmen  alike."  Hut 
this  estimable  statesman,  earnest  and  enlightened  as  he 
showed  himself  to  be,  failed  to  distinguish  the  wood  from 
the  trees.  In  proposing  a  division  of  the  subject  between 
the  Section  and  the  sub-committees,  he  said  :  — 

The  four  themes  of  the  Circular  of  December  30,  iSqS,  which 
arc  within  the  competence  of  the  Committee  raise  divers  questionb, 
some  of  principle,  others  of  application. 

At  the  outset  there  is  the  capital  question  :  that  of  tlie  pcssibility 
of  an  agreement  on  a  conventional  limitation  of  land  and  marine 
forces  or  of  the  budgets  relating  to  this  object — whether  the  actual 
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establishments  be  arrested,  or  even  reduced,  or  whether  we  fix 
by  contract  some  other  limit  which  must  not  be  passed.  Another 
question  arises  from  themes  two,  three,  and  four :  Is  there  ground 
to  interdict  contractually  all  new  progress  in  the  manufacture  of 
engines  of  land  or  sea  warfare,  arms,  powder,  explosives  ?  What- 
ever new  cannon,  rifles,  and  explosives  may  be  invented,  must 
armaments  in  use  remain  what  they  are  to-day  ?  Doubtless,  though 
the  Circular  does  not  say  so,  the  Russian  Government  has  had  the 
idea  that  it  should  not  be  possible  to  substitute  for  fire-arms  as 
they  are  other  weapons  due  to  some  new  idea,  for  instance,  owing 
their  power  to  electricity. 

Then  there  are  more  special  questions  of  which  the  moving  prin- 
ciole  is  exclusively  contained  in  the  desire  to  limit  and  soften  the 
evils  of  w;ir,  according  to  the  formula  already  admitted  at  St. 
Petersburg  m  1858.  From  this  humanitarian  point  of  view  is  there 
ground  for  forbidding  the  employment  of  new  explosives,  and  of 
more  powerful  powders.?  Can  the  employment  of  those  already 
in  use  be  limited?  Can  we  limit  the  throwing  of  projectiles  or 
explosives  or  similar  matter  from  balloons .?  And,  as  regards  the 
navies,  must  rams  and  submarines  and  weapons  of  the  kind  be 
proscribed  ? 

Having-  thus  drawn  from  the  Muravieff  Circular  what  he 
regarded  as  the  points  of  principle  (for  consideration  by  the 
full  Committee)  and  of  detail  (for  the  .sub-committees),  M. 
J^eernaert  went  on  to  propose  that  instead  of  "  what  at  first 
slight  would  seem  to  be  the  natural  course — to  beg^in  at  the 
beginning  by  discussing  the  fundamental  problem  '' — they 
should  rather  begin  with  the  questions  of  detail  and  appli- 
cation. And  at  this  point  the  official  report  contains  the 
significant  sentence  : — 

The  j^cneral  discus>ion  was  open,  but  no  one  asked  leave  to 
sijeak 

Accordingly,  the  Military  and  Naval  sub-committees  were  at 
once  launched  upon  the  discussion  of  the  following  four 
special  questions:  (i)  The  prohibition  of  new  and  more 
powerful  weapons  of  war  ;  (2)  The  limitation  in  warfare  of 
the  use  of  new  and  more  powerful  explosives  ;  (3)  The  pro- 
hibition of  the  use  of  projectiles,  etc.,  from  balloons  ;  (4) 
The  i^roscription  of  submarines  and  other  new  engines  of 
destruction  in  naval  warfare. 


For  an  Arrest  of  Arjnaments.  9 

This,  it  seems  to  me,  was  exactly  the  way  to  befog-  the 
question,  to  raise  the  hirg-est  possible  crop  of  dilliculties  and 
prejudices,  and  to  obscure  the  simplicity  of  the  central  sub- 
ject. In  course  of  the  next  month  each  sub-committee  held 
five  meetings.  Let  us  rapidly  scan  the  reports  which  were 
then  presented  on  their  behalf  by  General  Den  Beer  Portugael 
and  Count  Soltyk  to  the  full  Committee.  The  Military  sub- 
committee ran  up  against  the  question  of  invention  at  once. 
In  the  first  place,  it  resolved  "  unanimously  in  favour  of 
the  absolute  liberty  of  each  State  as  regards  the  use  of  new 
powders."  On  the  other  hand  a  large  minority  favoured 
restrictions  on  the  use  of  artillery  explosives.  Col.  Gilinsky, 
the  Russian  representative,  proposed  an  agreement  not  to 
change  present  types  of  field  cannon.  This  raised  the  ques- 
tion whether  such  an  interdiction  would  allow  the  adoption 
of  the  most  advanced  types  actually  in  use.  The  British 
delegate  said  his  Government  was  not  disposed  to  accept  any 
limitation  ;  and,  in  fact,  the  proposal  was  throw  n  out  nearly 
unanimously,  only  Siam  voting  for  it,  and  Russia  and  Bul- 
garia abstaining.  The  consequent  discussion  as  to  ammuni- 
tion resolved  itself  into  an  attack  upon,  and  a  defence  of, 
the  Dum-dum  bullet.  Expansive  bullets  were  then  con- 
demned by  a  vote  in  which  Great  Britain  found  herself  alone 
against  a  majority  of  19  States,  which  included  France,  the 
United  States,  and  Japan.  Again,  Great  Britain  was  alone 
in  opposing  an  interdiction  of  the  throwing  of  projectiles 
from  balloons. 

The  lengthiest  debate,  however,  occurred  over  the  Rus- 
si.in  proposal  for  an  agreement  not  to  replace  existing  types 
of  rifle  with  new  ones  for  a  certain  number  of  years.  The 
project  depended  on  the  belief  that  existing  types  were  vir- 
tually equivalent,  but  this  was  disputed.  Definitions  of  the 
type  to  be  allowed  were  then  attempted.  The  Russian  for- 
muli  proposed  the  following  measurements  :  "  (i)  The  mini- 
mum weight  of  the  rifle  is  fixed  at  4  kilog.  ;  (j)  The  mini- 
mum   calibre   6^    n>illimetres  ;    (3)    The    weight   of  the   ball 
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shall  be  not  less  than  \o\  grammes  ;  (4)  The  initial,  velocity 
shall  not  exceed  720  metres  ;  (5)  The  rapidity  of  fire  will 
extend  to  25  shots  per  minute  ;  (6)  Explosive  and  expansive 
balls,  as  well  as  automatic  loading-,  are  prohibited."  The 
following-  Dutch  formula  was  also  proposed  :  "  The  States 
agree  to  use  in  their  armies  and  fleets,  for  five  years  from  the 
sig-nature  of  the  present  Act,  only  the  rifles  in  use  or  under 
consideration  at  the  present  moment.  For  rifles  under  con- 
sideration, those  only  will  be  tolerated  that  are  of  an  existing- 
type  and  of  a  calibre  varying-  between  6  and  8  mm.  The 
perfections  permitted  must  be  of  a  kind  not  to  change  either 
the  existing  type,  calibre,  or  initial  velocity." 

Col.  Gross  von  Schwarzhoff,  the  German  delegate,  waxed 
eloquent  on  the  difl!iculty  of  deciding  what  improvements 
might  and  what  might  not  be  permitted.  "  Where  is  the 
authority  which  would  decide  this  question?  In  case  of 
doubt  it  would  be  necessary  to  submit  the  new  model  to  other 
Powers,  to  ask  their  consent  before  adopting  it."  As  this 
would  be  impossible,  he  had  with  regret  to  vote  negatively. 
The  delegates  of  Great  Britain,  the  United  States,  Austria, 
France,  Italy,  Japan,  Portugal,  Servia,  and  Turkey  ex- 
pressed the  same  opinion.  On  the  other  hand,  Belgium, 
Denmark,  Spain,  Holland,  Persia,  Siam,  Sweden  and  Nor- 
way, Switzerland,  and  (under  reserve)  Bulgaria  voted  with 
Russia  in  favour  of  the  Dutch  proposition.  There  were  thus 
nine  votes  in  favour  (one  with  reserves),  ten  against,  and 
<}ne  abstention.  Col.  Gross  von  Schwarzhofi"  spoke  again 
and  voted  against  the  Russian  proposition.  The  Austria.! 
delegate,  Lt.-Col.  von  Khuepach,  said  he  could  accept  a  con- 
\entional  restriction,  but  only  on  a  question  of  principle, 
if  they  entered  into  details,  he  thought  that  competent  dele- 
gates of  all  the  countries  represented  would  have  to  delibe- 
rate on  the  possible  limitations  before  they  were  made 
obligatory,  as  had  been  the  procedure  for  the  revision  of  the 
(Jeneva  Convention.  On  this  vote  there  were  14  against, 
3    for,     ;m(l    one    abstention     (!•  ranee). 
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A  I'jw  days  later,  the  sub-committee  had  before  it  a  new 
Diileii  proposition  :  "  For  a  period  of  five  years  Iroiii  the 
date  of  the  present  Act,  the  States  agree  not  to  replace  the 
rifles  artuallv  in  use  in  their  armies  by  rifles  of  another  type. 
Hut  tliev  do  not  forbid  any  improvement  or  perfection  of 
rifles  actually  in  use  wliirh  would  appear  adxantageous.  The 
States  which  have  a  rifle  of  out-of-dale  type,  that  is,  of  a 
calibre  greater  than  8  millimetres  or  without  magazine,  may 
adopt  existing  models."  This  brought  Col.  Gross  von 
Schwarzhoff  on  to  the  war-path  again.  Especially,  he 
doubted  whether  the  proposition  made  for  economy.  The 
British  delegate  raised  incidentally  the  question  of  the  im- 
possibility of  exercising  control  ;  and  General  den  Beer  Por- 
tugael,  M.  Raffalovich,  and  Col.  Gilinsky  replied  that  the 
best  guarantee  would  be  found  in  the  good  faith  of  the  con- 
tracting Governments  and  in  the  control  of  public  opinion. 
Two  States,  Germany  and  Italy,  voted  against  the  proposi- 
tion ;  nine  in  favour  (Russia,  Denmark,  Spain,  IloUand, 
Persia,  Roumania,  Servia,  Siam,  Sweden  and  Norway)  ; 
and  nine  abstained  (Great  Britain,  the  United  States,  Austria- 
Hungary,  France,  Japan,  Portugal,  Switzerland,  Turkey,  and 
Bulgaria).  In  full  Committee  afterwards,  Bulgaria  voted 
In  favour,  and  all  the  other  abstaining  States  except  Portugal 
against,   this  proposition. 

These  discussions  are  quite  enough  to  prove  that,  though 
<m  agreement  for  a  check  upon  the  perpetual  change  of  type 
of  armaments  may  be  brought  about  ultimately,  and  would 
be  welcomed  at  once  by  the  small  States,  it  was  altogether 
the  wrong  end  of  the  problem  to  begin  with,  so  far  as  tha 
Great  Powers  are  concerned. 

But  the  soldiers  of  the  flrst  were  bold  and  enlightened 
reformers  as  compared  with  the  sailors  of  the  second  sub- 
connnittee.  With  the  naivete  of  one  who  has  never  looked 
over  a  land  frontier,  and  believes  international  law  to  be 
an  amiable  craze  cultivated  at  the  universities.  Count  Soltyk 
ralmlv  propounded  the  old-fashioned  dilemma  that  the  inter- 
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diction  of  new  inventions  would  be  either  an  interference 
with  the  sovereignty  of  a  nation,  or  a  purely  internal  affair 
as  regards  which  the  Government  concerned  would  find  itself 
face  to  face  with  "  the  temporary  suspension  of  a  greatly 
developed  industry  engaging  very  large  capital  and  thou- 
sands of  persons."  Several  delegates  asked  how  a  "new 
type  "  of  arm  was  to  be  defined.  Sir  John  Fisher  dis- 
tinguished himself  by  the  suggestion  that  "  a  restriction  of 
inventions  and  construction  of  new  types  of  engines  of  war 
would  put  the  civilised  peoples  at  a  disadvantage  in  war 
against  less  civilised  nations  or  savage  tribes."  The  Rus- 
sian delegate  pointed  out  that  what  was  proposed  was  a 
restriction,  not  indefinitely,  but  for  a  certain  term,  sav  three 
or  four  years.  One  delegate  thought  it  would  be  easier  to 
penalise  the  invention  of  engines  of  destruction  ;  but  Admiral 
Sir  John  Fisher  thought  such  inventions  were  a  check  upon 
the  inclination  to  go  to  war. 

I  need  not  quote  here  the  Russian  definitions  of  the 
existing  point  in  the  development  of  naval  artillery  at  which 
a  stereotyping  agreement  was  suggested.  Most  of  the  de- 
legates opposed  any  restraint  upon  invention  ;  and,  for  the 
rest,  much  of  the  time  of  the  sub-committee  was  occupied 
with  irrelevant  or  valueless  discussion  of  points  which  would 
never  have  been  brought  forward  had  the  Conference  not 
supposed  itself  to  be  bound  by  the  text  of  the  Tsar's  first 
circular.  It  is  interesting  now  to  note,  however,  that,  in 
1899,  Germany,  Italy,  Great  Britain,  Japan,  and  six  lesser 
Powers  were  willing  to  enter  into  an  agreement  prohibiting 
the  use  of  submarines.  The  chief  opponents  of  the  idea 
were  the  United  States  and  France. 

The  two  reports  of  the  sub-committees  ha\ing  been  con- 
sidered in  the  full  Section,  it  was  decided  to  recommend  the 
Governments  represented  to  submit  the  questions  detailed 
above  to  more  full  and  serious  technical  studv.  A  formal 
resolution  to  this  effcc-f  was  afterwards  adopted  by  the  Con- 
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ference.      I    wonder   whether    any    one    of  the    Governments 
concerned  has  since  given  a  moment's  thought  to  the  matter. 


III. 

It  was  only  after  a  month  of  more  or  less  misguided 
committee  work  that  the  Armaments  Section  reached  the 
first  and  most  practical  theme  of  the  Muravieff  Circular — the 
limitation  of  military  and  naval  budgets  and  effectives.  The 
speeches  in  which  M.  de  Staal  and  General  den  Beer  Portu- 
gael  admonished  their  colleagues  were  as  good  as  any  gene- 
ral appeals  could  be.  I  will  only  quote  these  words  of  the 
gallant  Dutch  officer  : — 

I  do  not  ignore  all  the  difficulties  that  exist ;  but  we  soldiers 
know  also  that  there  are  none  of  them  that  are  insurmountable. 
We  have  always  known  that  to  will  is  to  be  able.  To  our  States, 
bound  together  by  the  cord  of  our  military  organisations  like 
Alpine  travellers,  the  Emperor  has  said:  "  Let  us  make  a  common 
effort!  Let  us  stop  on  the  edge  of  the  abyss,  otherwise  we  are 
lost !  "  Let  us  stop !  Gentlemen,  it  is  worth  while  to  make  this 
supreme  effort. 

Alas  !  what  was  wanted  was  not  a  general  appeal,  how- 
ever eloquent,  to  common-sense  and  high  moti\e,  but  a  per- 
sistent and  resourceful  statecraft.  Though  their  proposals 
were  simpler  than  some  projects  which  ha\c  been  safely 
carried  to  the  point  of  an  International  Convention,  and 
more  practical  than  many  an  Act  of  Parliament,  the  Russian 
delegates  showed  no  power  of  supporting  them,  either  in 
argument  or  in  diplomacy.  Colonel  (iiiinsky  came  first 
with  the  following  proposition  : — 

I.  Establishment  of  an  international  agreement  for  a  term  of 
five  years  for  the  non-augmentation  of  the  actual  number  of  the 
Peace  effectives  of  troops  quartered  at  home. 

2.  Fixing  of  the  number  of  Peace  effectives  of  the  armies  of 
all  the  Powers,  colonial  troops  excepted. 

3.  Maintenance  (non-augmentation)  for  the  same  term  of  five 
years  of  the  amount  of  the  military  budgets  at  present  in  force. 
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Captain  Scheine,  at  the  same  meeting  (June  23),  produced 
a  similar  naval  proposition  :- — ■ 

To  accept  the  principle  of  fixing  for  a  term  of  three  years  the 
amount  of  naval  budgets,  with  the  agreement  not  to  augment  the 
total  thereof  during  this  triennial  period,  and  the  obligation  to 
make  known  in  advance  for  the  same  period: — 

1.  The  total  tonnage  of  war  ships  that  it  is  proposed  to  con- 
struct, without  defining  the  type  of  build  ; 

2.  The  number  of  naval  officers  and  crews ; 

3.  The  expenditure  for  port  works,  such  as  forts,  basins, 
arsenals,  etc. 

These  proposals — the  very  heart  of  the  business  of  the 
Conference,  as  they  should  have  been — can  hardly  be  said  to 
have  received  any  serious  consideration.  At  the  next 
meetingf  of  the  Committee,  on  June  26,  the  military  scheme 
was  met  by  the  obstinate  opposition  of  the  German  deleg-ate,' 
Colonel  Gross  von  Schwarzhoff,  and  that  was  virtually  the 
end  of  it.  This  gallant  officer's  speech  may  be  taken 
as  a  classical  example  of  the  ultra-militarist  point  of  view. 
He  objected  to  the  statement  that  the  nations  were  crushed 
by  the  burden  of  armaments,  and  claimed  that  Germany  owed 
not  onl}-  her  security,  but  her  prosperity,  to  personal,  mili- 
tary service.  He  magnified  every  possible  difficulty,  showed 
great  ingenuity  in  a  recital  of  the  ^■arious  factors  of  military 
force  which,  he  claimed,  would  have  to  be  taken  into  con- 
sideration, and  then  went  on,  somewhat  illogically,  to  con- 
tend that  an  arrest  or  reduction  of  peace  forces  w„s  not 
necessarily  a  corresponding  arrest  or  reduction  of  offensive 
power.  As  regards  the  single  substantial  difficulty  which  he 
indicated — that  of  distinguishing  between  colonial  and  home 
forces,  the  case  of  Russia  in  Siberia  being  particularly  men- 
tioned— it  may  be  remarked  that  the  results  of  the  Russo- 
Japanese  war  considerably  reduce  the  importance  of  this 
point. 

As  to  the  naval  proposals,  Germany  was  again  irreconci- 
kible  ;  and  though  the  official  report  gives  no  account  of  his 
speech,    I    believe   that   Sir   John   Fisher   suggested   various 
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difficulties  :  "  financial  diniculties  due  to  the  complexity  of 
budg^ets,  and  the  difference  of  the  methods  on  which  they 
are  constructed  ;  difficulties  ns  to  the  i^i-uarantees  that  each 
nation  mig-ht  offer  for  the  execution  of  such  an  international 
agreement."  After  some  discussion  in  sub-committee,  no 
ofificial  report  of  which  has  been  published,  the  following 
resolutions  were  adopted  : — 

1.  That  it  would  be  very  difficult  to  fix,  even  for  a  period  of 
five  years,  the  figure  of  effectives  without  regulating  at  the  same 
time  other  elements  of  the  national  defence. 

2.  That  it  would  be  not  less  difficult  to  regulate,  by  an  inter- 
national Convention,  the  elements  of  this  defence  organised  in 
each  country  according  to  very  different  views. 

In  consequence,  the  Committee  regret  not  to  be  able  to  accept 
the  proposition  made  in  the  name  of  the  Russian  Government. 
They  believe  that  a  more  thorough  study  of  the  question  by  the 
Governments  themselves  is  desirable. 

These,  and  the  Platonic  motion  of  M.  Bourgeois  expres- 
sing- the  desirability  of  a  limitation  of  military  charges,  were, 
then,  the  formal  conclusions  of  the  Conference  upon  the 
subject. 

The  way  had  not  been  prepared.  The  proposals  them- 
selves were  insulliciently  considered,  and,  in  the  discussion 
(such  as  it  was),  weakened  by  efforts  at  compromise  which 
only  raised  new  and  greater  difficulties.*  The  non  fossiimus 
of  Germany — no  preparations  having  been  made  for  such  a 
contingency — was  no  doubt  a  sufficient  excuse  for  the  ulti- 
mate failure.  I  repeat  that,  for  the  first  sitting  of  an  un- 
exampled assembly,  the  result  was  not  seriously  discouraging. 
But  the  position  to-day  is  vitally  changed,  and  a  failure  of 
the  Second  Conference  to  lay  the  basis  of  such  an  agree- 
ment would  be  scandalous  and  unpardonable.     The  various 


*  Captain  Scheine  suggested  that  each  Government  should  have 
the  option  of  declaring  its  Budget  not  at  the  point  actuall}'-  existing, 
but,  if  it  chose,  at  a  higher  point — I^ussia,  for  instance,  would  propose 
an  increase  of  ten  per  cent. — provided  that  the  level  so  declared 
should  not  be  exceeded  during  the  term  of  the  international  agree- 
ment.    This  suggestion  appears  to  me  subversive  of  the  whole  scheme. 
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Governments  have  had  seven  years  in  which  to  pursue  the 
necessary  technical  studies.     That,  indeed,  was  never  a  very 
g-rave  matter.     Standing  still  may  not  be  quite  so  easy  as 
it  looks,  but,  as  the  Dutch  General  said,  soldiers  as  well  as 
financiers  know   that,  it   is   perfectly    feasible.     The    annual 
budg-ets  of  the  Great  Powers  represent  a  moving  equilibrium  ; 
and  it  is  just  as  easy  to  maintain  a  stationary  as  a  moving- 
ratio.     When  Great  Britain  increases  her  navy,  every  other 
naval  Power  has   to   reconsider     the  many   elements   of  its 
naval  force  with  the  object  of  restoring  the  disturbed  balance. 
Doubtless  the  process  is  difficult  ;  doubtless  the  re-adjustment 
is  never  mathematically  exact.     Yet  this  is  the  costly  and 
laborious   system    under    which    we   live.     And    these    costs 
and  labours  have  only  to  be  transferred  from  the  effort  to 
make  an  equal  movement  to  the  effort  to  maintain  a  general 
arrest,   to   secure  to   all   the   nations   an  enormous   material 
benefit  and  a  new  security  of  moral  progress.     When  Mr. 
(now  Lord)  Goschen,  in  1899,  proposed  a  mutual  reduction  ot 
naval  programmes,    he   offered   something  which,    whatever 
difficulties   of  detail   may  be   involved,   he  knew  to  be  per- 
fectly practicable.      International  Conferences  are  not  called 
together  about  trifles,  but  the  real  difficulties  do  pot  usually 
coincide  with  the  pettifogging  debating  points  that  occupy  the 
platform   and   the  Press.     The  difficulties  at  Algeciras,    for 
instance,  lay  not  in    the  details  of  the  schemes    which  were 
the  centre  of  the  clamour,  but  in  the  rivalry  of  the  two  chief 
claimants.     And,    let    it   be   remembered,    twenty    Algeciras 
Conferences  could  not  offer  the  world  a  boon  as  great  as  an 
international  arrest  of  armaments. 


IV. 
While,  however,  the  prize  has  been  too  often  forgotten, 
and  the  obstacles  have  been  too  often  magnified,  common- 
sense  suggests  that  in  the  infancy  of  international  legisla- 
/ion   great   problems   are   best   attacked   by    taking    them    in 
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stages,  commencing  with  the  simplest.  The  discussion  ot 
the  Dum-dum  bullet  was  hardly  even  relevant  to  the  major 
question  in  1899,  and  even  in  a  popular  assembly  would 
have  prejudiced  the  issue.  Instead  of  being-  jumbled  to- 
gether before  the  Conference,  the  three  great  factors  of 
an  arrest  of  armaments — Money,  Men,  and  Material^ — should 
have  been  taken  in  this  succession  ;  and  if  only  the  first  of 
them  had  then  been  dealt  with,  the  whole  matter  would  have 
been  left  in  a  more  promising  position.  In  making  the  pious 
proposal  to  which  I  have  referred,  M.  Leon  Bourgeois — then 
the  first  delegate,  now  the  Foreign  Minister,  of  France — 
said  :  "HI  had  to  vote  on  the  first  paragraph  of  Colonel 
Gilinsky's  proposition,  I  should  not  hesitate  to  vote  in  the 
affirmative." 

The  money  aspect  of  the  problem  is,  in  fact,  at  once  the 
simplest,  and,  alike  to  the  statesman  and  the  man  in  the 
street,  the  most  attractive.  A  financial  arrest  may  be  found 
suflficient  to  solve  the  whole  problem.  Before  such  a  formula 
as  the  following,  nearly  all  of  the  little  objections  raised  by 
the  soldier  and  sailor  experts  of  seven  years  since  would 
go    by    the   board : — 

The  Signatory  States  agree  that,  during  the  five  years  following 
the  date  of  the  signature  of  the  present  Act,  their  peace 
expenditure  upon  Military  forces,  Naval  forces,  and  Military 
and  Naval  zvorks  respectively,  shall  not  exceed  the  average 
of  such  expenditure  during  the  three  years  preceding  the 
signature  of  the  present  Act. 

"But,"  it  may  be  objected,  "this  leaves  the  inventor  of 
engines  of  destruction  at  liberty,  and  the  Governments  at 
liberty  to  increase  the  effectiveness  of  their  armaments,  so 
far  as  they  can  do  so  within  their  present  expenditure." 

It  does.  But  it  puts  a  heavy  brake  on  the  process.  When 
this  step  has  been  successfully  taken,  it  will  be  easier  to  go 
further,  and  it  wilL  not  be  long  before  the  inventor  of  high 
explosives  is  treated  as  the  inventor  of  "  Anarchist  "  bombs 
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is  dealt  with.     One  step  at  a  time  ;    and  this  step  is    the 
simplest  and  most  far-reaching-. 

"  But,  on  the  side  of  the  armies,  especially,  it  leaves  the 
chief  element  of  warlike  strength,  the  terms  of  personal 
service,  untouched.  It  may  restrict  a  country  like  Great 
Britain,  where  all  military  service  has  to  be  paid  for,  more 
than   the  great  conscript  Powers." 

The  full  strength  of  personal  service  is  already  caUed  up, 
and  a  financial  check  is  really  a  check  all  along:  the  line.  In 
any  case,  the  British  Army  is  hors  de  concours.  It  practically 
only  exists  for  colonial  purposes,  and  the  present  expendi- 
ture is  admittedly  more  than  enough  for  any  normal  emer- 
g^ency.  Abnormal  emergencies,  such  as  a  rising  within  the 
Empire,  a  new  expedition  in  China,  or  a  war  between  sig- 
natory Powers,  are,  I  fear,  necessarily  outside  the  agree- 
ment. 

"  But  who  will  decide  what  is  '  peace  '  and  what  is  '  war  * 
expenditure?  Who,  in  fact,  will  supervise  the  carrying  out 
of  the  agreement?  " 

In  the  first  place,  the  Powers  will  watch  each  other 
just  as  they  do  to-day  ;  and,  if  they  now  know  enough  to 
preserve  their  own  security,  they  will  be  no  less  able  to  do 
so  under  such  an  agreement.  Moreover,  there  exists  to-day, 
as  there  did  not  in  1899,  an  International  Council  and  Court 
to  which  appeal  may  be  made,  and  to  which  military  and 
naval  Committees  of  reference  may  easily  be  added.  As 
with  International  Arbitration,  confidence  will  only  grow 
slowly.  It  is  altogether  best  that  the  agreement  should  be 
in  the  first  place  of  a  limited  character.  From  this  time 
onward  the  Hague  Conference  should  be  an  annual  event. 
Each  year's  experience  will  then  provide  both  suggestions 
for  the  strengthening  of  the  entente^  and  the  means  of 
carrying  them  out. 

"  But  if  Germany  should  still   prove  recalcitrant?  " 

If  the  other  Powers  are  resolute,  no  one  Power  dare 
stand    out.      No   doubt    the    nav.il    arrest    will  be   the    more 
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easily  accepted  ;  and  if  tiiis  is  supported  by  Great  Britain, 
France,  Italy,  the  United  States,  and  japan — Powers  which 
are  actually  or  virtually  in  alliance,  and  which  own  the 
great  mass  of  naval  strength — it  matters  very  little  what 
any  other  State  may  do.  A  naval  stand-still  is  the  smallest 
demand  we  can  make  of  the  coming  Conference.  As  to 
land  forces,  the  obstinacy  of  a  single  Power  may  make  it 
necessary  to  support  a  financial  arrest  by  a  defensive  treaty 
on  the  part  of  the  signatory  States. 


V. 

On  April  7th  last,  the  Russian  Government  issued  a  draft 
programme  for  the  coming  Conference  from  which  the  ques- 
tion of  a  limitation  of  military  and  naval  forces  was  ex- 
cluded. "  The  Imperial  Government,"  says  the  Russian  Cir- 
cular, "  believing  that  it  is  necessary  only  to  examine  questions 
which  press  with  particular  urgency,  inasmuch  as  they  arise 
from  the  experience  of  recent  years,  and  without  touching 
on  those  which  belong  to  the  limitation  of  military  and  naval 
forces,  proposes,  therefore,  as  programme  for  the  Conference 
the  following  principal  points" — namely,  a  further  elaboration 
of  the  rules  of  procedure  in  the  Permanent  Arbitration  Court 
and  in  International  Commissions  of  Inquiry,  and  a  further 
consideration  of  the  rules  of  warfare,  including  the  questions 
of  private  property  at  sea  and  the  rights  and  duties  of  neu- 
trals. "  As  at  the  Conference  of  1899,  it  should  be  under- 
stood that  the  deliberations  of  the  proposed  Conference  shall 
deal  neither  with  the  political  relations  among  States,  nor  with 
the  order  of  things  established  by  treaties,  nor  yet  with  any 
general  interests  which  were  not  directly  included  in  the 
programme  adopted  b\   the  Cabinets." 

The  last  phrases  were  to  be  expected,  but  what  are  we 
to  say  of  the  deliberate  proposal  to  drop  the  .\rmaments 
question?  This  would,  indeed,  be  to  play  "  Hamlet  "  with- 
out   the    Prince  !      The   Tsar's   Government   claims    to    ha\e 
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"  had  in  view  the  necessity  of  giving-  a  fresh  development 
to  the  humanitarian  principles  which  served  as  a  basis  for 
the  work  of  the  great  International  meeting  of  1899,"  and 
to  have  "  taken  into  account  as  far  as  possible  the  desires 
expressed  by  the  First  Peace  Conference."  It  is  even  bold 
enough  to  wind  up  its  uninspiring  epistle  by  expressing  "  the 
hope  that  the  Governments  will  see  in  the  points  proposed, 
taken  as  a  whole,  an  expression  of  the  desire  to  approach  that 
lofty  ideal  of  International  Justice  which  is  the  constant  goal 
of  the  civilised  world." 

It  is  necessary  to  say  frankly  that  the  Tsar's  Govern- 
ment has  one,  and  only  one,  locus  standi  in  this  matter. 
From  the  point  of  view  of  the  settled  communities  of  the 
world  it  is  not  a  government  at  all,  but  only  a  camarilla 
which  has  hitherto  held  its  position  by  brute  force,  and  is 
now  in  imminent  danger  of  dispossession.  A  State  which  is 
reckoned  to  have  shed  the  blood  of  fourteen  thousand  of  its 
liberty-seeking  subjects  in  the  course  of  a  single  year*  can 
hardly  claim  to  speak  for  Justice  and  Civilisation.  But  the 
striking  originality,  combined  with  the  legal  correctness,  of 
the  initiative  of  1899  gave  it  a  practical  value  which  swept 
away  the  scruples  of  the  purists.  The  government  of 
Russia  is  a  matter  for  the  people  of  Russia  to  decide  ;  and 
in  common-sense,  as  in  international  law,  we  must  deal  with 
that  body  till  it  is  supplanted.  Many  people  were  able  to 
distinguish  between  the  young  author  of  the  Peace  Rescript 
and  the  bureaucracy  who  are  the  real  tyrants  in  that  unhappy 
country  ;  and,  suspect  as  he  was,  they  would  not  refuse  a 
great   political  boon  at  his   hands  any  more  than  thev   would 


*  "  A  St.  Petersburg  paper  has  counted  the  number  of  killed  and 
heavily  wounded  who  fell  in  the  internal  warfare  of  the  country  during 
the  last  year — since  Red  .Sunday,  January  a^nd.  The  total  figure,  as 
published  to-night,  reaches  14,057  killed  and  18,052  wounded.  The 
number  of  slightly  wounded  remains  unknown,  as  such  persons 
promptly  returned  to  their  homes,  fearing  arrest.  The  total,  over 
32,700,  is  certainly  below  the  real  figure,  as  it  is  based  exclusively 
upon  official  reports." — Russian  Correspondence  of  27;<r  Tribune,  April 
4,  1906. 
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refuse  a  great  picture  from  the  hands  of  an  artist  who  was 
also  a  proflig-ate.  Nicholas  II  might  never  do  another  good 
thing,  but  it  was  difficult  not  to  applaud  when  he  addressed 
his   fellow  monarchs  in  such  words  as  these  :  — 

"  The  prcscYvat'xon  of  peace  has  been  put  forward  as  the  ohject  of  inter- 
national policy.  It  is  in  its  name  that  great  States  have  concluded  between 
themselves  powerful  alliances  ;  it  is  the  better  to  guarantee  peace  that  they 
have  developed  in  proportions  hitherto  unprecedented  their  military  forces, 
and  still  continue  to  increase  them  without  shrinking  from  any  sacrifice. 
All  these  efforts,  nevertheless,  have  not  yet  been  able  to  bring  about  the 
beneficent  result  of  the  desired  pacification. 

"  The  financial  charges  consequent  on  the  upward  movement  strike  at 
public  prosperity  at  its  very  source.  The  intellectual  and  physical  strength 
of  the  nations,  labour  and  capital,  are  for  the  major  part  diverted  from 
their  natural  application,  and  unproductively  consumed.  Hundreds  of 
millions  are  devoted  to  acquiring  terrible  engines  of  destruction,  which, 
though  to-day  regarded  as  the  last  word  of  science,  are  destined  to-morrow 
to  lose  all  value  in  consequence  of  some  fresh  discovery  in  the  same  field. 
National  culture,  economic  progress,  and  the  production  of  ivealth 
are  either  paralysed  or  checked  in  their  development. 

"  Moreover,  in  proportion  as  the  armaments  of  each  Poiver  increase, 
so  do  they  less  and  less  fulfil  the  object  which  the  Governments  have 
set  before  themselves.  The  economic  crises,  due  in  great  part  to  the  system 
of  armaments  a  outrance,  and  the  continual  danger  which  lies  in  this 
massing  of  war  material,  are  transforming  the  armed  peace  of  our  days 
into  a  crushing  burden,  njhich  the  peoples  have  more  and  more  difficulty 
in  bearing.  It  appears  evident  that  if  this  state  of  things  ivere  prolonged 
it  would  inevitably  lead  to  the  very  cataclysm  which  it  is  desired  to  avert, 
and  the  horrors  of  which  make  every  thinking  man  shudder  in  advance. 

"  To  put  an  end  to  these  incessant  armaments  and  to  seek  the  means  of 
warding  off  the  calamities  which  are  threatening  the  whole  world :  such  is 
tlie  supreme  duty  which  is  to-day  imposed  on  all  States.  Filled  tcitli  this 
idea,  His  Majesty  lias  been  pleased  to  order  me  to  propose  to  all  the 
Governments  ivhose  representatives  are  accredited  to  the  Imperial  Court  the 
meeting  of  a  Conference  which  would  have  to  occupy  itself  with  this  grave 
problem." 

Is  this  duty,  laid  upon  all  civilised  States  by  the  admitted 
failure  of  the  Armed  Peace  and  the  great  Alliances,  any  less 
"  supreme  "  than  it  was  eight  years  ago?  Has  the  burden 
of  armaments  become  lighter,  or  have  the  labouring  masses 
discovered  some  new  way  of  bearing  it  more  easily?  On  the 
contrary,  it  has  grown  continually,  although  its  absurdity 
has  become  even  more  patent  with  the  increase  of  the  real 
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securities  of  international  peace.  The  Tsar  has  apparently 
lost  hold  of  the  one  moral  idea  which  gave  him  a  claim  to 
speak  to  men  of  goodwill  ;  but  the  spirit  of  brotherhood  and 
democracy,  the  demand  for  a  Concert  of  Humanity  Sgainst 
this  vast  evil,  have  risen  during-  the  interval  —  and  not 
least  in  Russia  itself — to  a  power  which  can  no  longer  be 
denied.  The  nations  are  sick,  not  only  of  war,  but  of  pre- 
parations for  war.  Russia  is  in  the  grip  of  the  revolution  ; 
and  the  first  national  elections  have  created  a  party  of  peace 
and  progress  on  which  we  can  depend  as  we  could  never 
depend  on  the  whims  of  an  impossible  autocrat.  Italy  and 
Spain  must  make  an  early  choice  between  poverty  and  revo- 
lution or  retrenchment  and  reform.  The  Dual  Monarchy 
must  find  a  new  road  if  she  is  not  to  break  up  and  fall  out  of 
the  ranks  of  the  Great  Powers.  It  has  been  asserted  lately 
that  Germany  is  quite  willing  to  re-open  the  question  of 
armaments  ;  and,  indeed,  if  the  Kaiser  were  to  stand  out  of 
an  international  agreement  on  this  score,  he  would  provoke 
an  international  crisis  such  as  he  has  not  yet  had  to  face. 
In  France  the  growth  of  aggressive  anti-militarism  is  a  warn- 
ing which  a  Ministry  containing  such  men  as  M.  Bourgeois 
and  M.  Clemenceau  can  hardly  fail  to  appreciate.  In 
England  we  have  at  length  a  Government  and  a  Parliamen- 
tary majority  peculiarly  pledged  to  action  in  this 
matter.  A  new  set  of  Red  Cross  Rules  and  a  new  code 
of  neutrality  would  indeed  be  a  poor  travesty  of  the 
"  League  of  Peace  "  of  which  Sir  Henry  Campbell-Banner- 
man  has  so  well  spoken. 

While  these  pages  have  been  in  the  press  a  notable  de- 
velopment has  taken  place,  carrying  this  question  a  step 
nearer  solution.  On  May  9th,  the  House  of  Commons 
adopted  nem.  con.  the  following  proposition  of  Mr.  Vivian  : — 

"  This  House  is  of  opinion  that  the  growth  of  expenditure  on 
ariiiainents  is  excessive,  and  onglit  to  be  reduced.  Such  expendi- 
ture lessens  national  and  commercial  credit,  intensifies  the  unem- 
ployed problem,  reduces  the  resources  available  for  social  reform, 
and  presses  vi'ith  exceptional  severity  on  the  industi^al  classes;  and 
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the  House  therefore  calls  upon  the  Government  to  take  drastic 
steps  to  reduce  the  drain  on  national  income,  and  to  this  end  to  press 
for  the  inclusion  of  the  question  of  the  reduction  of  aymaments  by  inter- 
national agreement  in  the  agenda  of  the  forthcoming  Hague  Conference-" 

Mr.  Bellairs  proposed  to  omit  the  last  phrase,  and  insert 
words  in  an  opposite  sense  ;  but  in  deference  to  the  appeal 
of  the  Foreign  Secretary  and  the  evident  feeling  of  the  House 
he  withdrew  his  amendment,  and  the  resolution  was  accepted 
without  a  division. 

Sir  Edward  Grey's  speech  is  a  pledge  that  the  British 
Government  will  take  the  initiative  in  this  matter  at  the 
Hague,  or  will  support  any  other  Power  willing  to  do  so. 
There  was  at  last,  he  said,  a  prospect  that  expenditure  could 
be  considerably  reduced  without  sacrificing  national  safety. 
There  is  no  greater  service  that  the  Hague  Conference  could 
do  than  to  make  the  conditions  of  peace  less  expensive  by  a 
reduction  of  armaments.  All  the  nations  are  waiting  on 
each  other.  Some  day  or  other  somebody  must  take  the 
first  step.  The  amendment  would  preclude  the  British 
Government  from  taking  any  initiative  at  the  Hague. 

"  We  ought  not  to  be  precluded  in  any  way.  It  may  be  that  there  is 
some  other  Power  ready  to  take  the  initiative,  but  we  should  not  be  pre- 
cluded from  taking  the  initiative  and  must  do  all  in  our  power  to  encourage 
it  being  brought  forivard  in  the  most  practical  form." 

So  he  not  only  accepted,  but  welcomed,  the  resolution,  and 
hoped  it  would  be  taken  by  other  countries  as  an  invitation 
from  the  House  of  Commons  to  joint  action. 

I  havfe  sought  to  indicate  in  the  foregoing  pages  what  is 
the  "  most  practical  form  "  in  which  the  subject  can  now 
again  be  brought  forward.  The  first  essential  is  that  the 
British  delegates  to  the  Conference  should  be  men  who  know 
that  something  can  be  done,  and  are  resolute  and 
resourceful  in  statecraft,  and  not  mere  service  "  ex- 
perts." The  great  lesson  of  the  first  Hague  Conference 
we  have  seen  to  be  that  all  irrelevant  and  minor  questions 
should  be  postponed,  and  a  plan  produced  so  simple  in  its 
operation  that  it  will  at  once  appeal  to  the  imagination  of 
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the  peoples,  and  thus  evoke  a  force  that  will  be  the  needed 
sanction  for  its  fulfilment.  I  sug'gest  therefore  that  all 
questions  of  invention,  of  numerical  forces  on  land  and  sea, 
in  men  or  material,  should  be  set  aside  as  of  secondary  im- 
portance, and  that  the  whole  appeal  should  be  rested  on  the 
question  of  expenditure,  in  the  form  of  a  five  years'  agree- 
ment to  limit  peace  expenditure  on  armaments  within  the 
average  of  a  preceding  period  of,  say,  three  years. 

A  partial  agreement — a  naval  truce  without  a  military 
truce — will  be  better  than  nothing  ;  indeed,  this  is  the  major 
boon  which  England  requires.  It  should  be  a  comparatively 
easy  matter,  since,  if  Great  Britain  be  supported  by  France, 
I'  ';•,  the  United  States,  and  Japan — Powers  that  are  actu- 
ally or  virtually  in  alliance,  and  that  own  the  great  mass  of 
naval  strength — it  matters  very  little  what  any  other  State 
may  do.  The  willing  majority  must  be  prepared  for  the 
contingency  of  the  obstinate  opjDosition  of  a  single  Great 
Power.  It  is  an  unlikely  contingency  if  the  Liberal  delegates 
are  resolute  and  resourceful  ;  but  in  the  last  resort  it  must 
be  met  by  a  defensive  treaty  on  the  part  of  the  signatory 
States.  In  the  main,  however,  we  must  rely  upon  the  force 
of  public  opinion.  A  new  means  of  strengthening  this  guar- 
antee can  be  provided — and  this  would  perhaps  be  a  result 
as  important  as  any  that  the  coming  Conference  could  achieve 
—  by  making  this  great  assembly  in  future  an  annual 
event.  Every  year's  experience  will  then  afford  new  sugges- 
tions for  the  strengthening  of  the  entente  and  new  means  of 
carrying  them  out. 

There  is  at  present  no  ground  for  anticipating  that  any 
European  Government  will  dare  to  incur  the  odium  of  ob- 
structing the  greatest  reform  within  the  purview  of  the 
world's  statesmen.  The  international  conditions  were  never 
so  favourable  for  the  organisation  of  peace.  In  England  the 
whole  progressive  programme  is  at  stake.  The  Ministry  has 
accepted  a  great  mandate  ;  it  has  now  to  show  that  it  has 
determination  and  capacity  to  carry  it  out. 
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Protection   and   Corruption 


I. — The  History  of  a  Trust. 

In  iSo2  two  cousins  named  Frederick  and  William 
Havemeyer  crossed  the  Atlantic  from  Germany,  and 
settled  down  in  the  village  of  Greenwich,  which  was 
afterwards  absorbed  in  the  city  of  New  York.  There 
they  established  a  sugar-loaf  "bakery,"  a  little  house  in 
what  is  now  Vandam  Street,  where  they  slept  and 
carried  on  their  business.  In  those  days,  the  production 
of  native  sugar  in  the  recently  liberated  and  united 
colonies  was  very  small ;  but  already  the  duty  of  i  cent 
per  lb.  on  raw  and  3  cents  on  refined  of  the  first  Federal 
Tariff  Act  had  been  three  times  raised.  It  now  stood  at 
5  cents  on  raw  and  18  cents  on  refined,  the  definite 
intention  being  to  "tax  the  Britisher."  The  advantage 
this  penalty  gave  to  rising  houses  of  refiners  like  that 
of  the  Havemeyers  at  the  consumers'  cost  led  to  a  re- 
duction of  the  duties  to  3  cents  and  10  cents  in  1816, 
and  the  reduced  rate  continued  until  1842.  The  "infant" 
industry  was  then  so  well  established  that  Frederick 
Havemeyer  had  become  president  of  the  greatest  non- 
governmental bank  in  the  country,  and,  when  he  died 
in  1861,  left  an  estate  of  ^600,000;  while  .William  was 
thrice  mayor  of  New  York. 

Sugar  seems  to  have  lent  itself  to  fraud  from  the  very 
beginning.  In  t'hose  days  there  was  no  polariscope  test 
of  saccharine  strength,  and  the  grading  of  the  duties 
invited  dishonest  ingenuity.  Syrup,  for  instance,  having 
to  be  subjected  to   refining  processes,   was  scheduled  at 


a  very  low  rate.  The  refiners  were,  therefore,  wont  to 
take  a  cask  of  raw  Cuban  sugar,  pour  into  it  a  few 
gallons  of  water,  sufficient  to  enable  them  to  pass  it  off 
as  syrup,  and  so  get  through  the  Customs  at  one-tenth 
of  the  proper  duty.  They  would  then  export  the  refined 
product,  and  obtain  "drawback"  at  the  full  sugar  tariff 
scale.  It  was  upon  dodges  of  this  kind,  as  well  as  on 
a  genius  for  tariff-mongering  and  stock  jobbing  and  a 
thorough  knowledge  of  the  processes  of  manufacture,  that 
Henry  Havemeyer,  son  of  Frederick,  founded  a  fortune 
of  50  millions  sterling,  and  built  up  a  machinery 
which  has  been  estimated  to  take  the  enormous  sum  of 
28  millions  sterling  a  year  of  artificial  profit  out  of  the 
pockets  of  the  American  people.  The  Havemeyers  were 
established  in  New  York,  and  depended,  in  the  main, 
upon  oversea  supplies  of  raw  beet  and  cane  sugar. 
Their  monopoly  was  threatened  on  the  south  by  the 
Louisiana  cane  sugar  industry,  and  on  the  west  by  the 
hardly  less  daring  genius  of  the  Spreckels  family  of  San 
Francisco,  marketing  Hawaiian  supplies,  which,  for  poli- 
tical reasons,  were  admitted  free  of  duty.  The  Louisiana 
competition  was  temporarily  extinguished  by  the  Civil 
War.  With  Claus  Spreckels  and  his  sons,  the  Have- 
meyers had  to  fight  a  long  and  bitter  campaign.  The 
old  traditions  were  first  of  all  exhausted. 

In  1876  the  wholesale  corruption  of  Customs  officials 
in  New  York  by  the  Havemeyer  firm  had  become  a 
national  scandal,  and  was  the  subject  of  investigation  by 
a  committee  of  Congress,  when  it  was  found  that  the 
systematic  undervaluing  of  sugar  imports  for  duty  had 
cost  the  revenue  in  two  years  over  two  and  a  half  million 
pounds  sterling.  Fifteen  years  later,  and  again  in  1909, 
similar  frauds  by  the  Sugar  IVust  were  unveiled.  The 
Secretary  of  the  Treasury  estimated  that,  in  three  years, 
1883   to    1886,    the   Government  was   robbed   in    the   New 


York  Customs  sugar  entries  to  the  extent  of  ^"8oo,ooo. 
This  is  the  crudest  kind  of  application  of  capitalist 
ingenuity  to  the  exploitation  of  a  Protective  tariff.  Of 
course,  it  was  not  in  itself  sufficient,  'j'lie  organisation 
of  the  Sugar  Trust  in  1S87  and  the  following  years  is 
one  of  the  most  extraordinary  stories  in  the  annals  of 
modern  trade  and  finance.  It  has  yet  to  be  fully  told,  but 
enough  is  known  of  the  campaign  of  intimidation,  in- 
trigue, financial  dodgery,  tariff  twisting,  parliamentary 
bribery,  and  hide-and-seek  with  the  law- — all  of  it  based 
upon  the  Protectionist  tariff — to  immortalise  the  name 
of  Havemeyer,  and  to  have  caused  any  people  save  one 
that  had  an  unworked  continent  for  compensation  to  set 
upon  the  tariff  and  destroy  it  outright. 

First  of  all,  other  Eastern  refiners  were  frightened 
by  the  threat  of  Western  and  a  revived  Southern  com- 
petition into  ranking  themselves  under  the  Havemeyer 
flag,  in  1887,  3S  the  "  Sugar  Refineries  Company,"  with 
a  total  capitalisation  of  ;^  1,350, 000 — a  sum  which  was 
at  once  watered  to  ;^  10,000,000,  and,  a  few  years  later, 
to  ;^' 1 8,000,000.  It  may  be  asked  how  it  was  possible 
to  pay  10  per  cent,  dividends  on  this  watered  stock. 
Economy  of  production,  due  in  part  to  the  closing  down 
of  minor  concerns,  obviously  does  not  account  for  it. 
It  can,  in  fact,  only  be  accounted  for  by  the  success 
of  the  Trust  in  crushing  out  competition,  and  then  raising 
prices  to  the  full  extent  which  the  tariff  permitted.  It 
is  said  that,  in  the  first  year  of  the  combine,  which 
had  united  seventeen  corporations,  the  difference  between 
the  cost  of  raw  sugar  and  the  selling  price  of  refined 
was  raised  by  66  per  cent.,  although  the  cost  of  pro- 
duction was  actually  lowered.  This  advance  was  for  a 
time  affected  by  the  feud  with  Spreckels ;  and  the  whole 
existence  of  the  Trust  was  threatened  by  the  agitation  for 
a  reduction   of   the   tariff   in    1S90.      But,    as    Mr.    J.   C. 


Welliver,  the  best  American  authority  on  this  subject, 
has  shown,  Henry  Havemeyer  was  just  the  man  for  a 
desperate  situation  :  "If  a  huge  fraud  against  the 
revenues  were  to  be  perpetrated,  if  the  Customs  officials 
were  to  be  bribed,  or  a  Senator  was  to  be  bought,  or 
a  railroad  to  be  forced  into  a  rebating  agreement,  or  the 
city  water  mains  were  to  be  surreptitiously  connected 
with  a  Sugar  Trust  plant  so  that  it  could  get  its  water 
supply  free,  Havemeyer  had  the  courage  to  arrange  it 
all,  to  keep  his  own  counsel,  to  take  the  chances  all  to 
himself." 

Two  lines  of  attack  had  to  be  met.  The  first  was 
the  popular  movement  for  tariff  revision.  Here  Have- 
meyer's  strategy  was  so  simple  that,  as  we  look  back 
upon  it,  we  might  be  tempted  to  suppose  the  American 
people  singularly  easy  to  dupe,  were  it  not  that  we 
recall  the  little  less  humiliating  history  of  our  own  part 
in  the  Brussels  Sugar  Convention.  Havemeyer  was  all 
for  a  certain  kind  of  cheap  sugar;  the  lowering  of  the 
duties  suited  the  refining  business  perfectly  well  so  long 
as  raw  imports  were  more  favourably  treated  than  foreign 
refined  supplies.  It  was  this  "differential,"  as  the 
Americans  call  it,  which  secured  the  Sugar  Trust  from 
foreign  competition  ;  and  it  was  therefore  this  in  which 
they  were  mainly  interested.  Nobody  on  the  consumers' 
side,  with  a  tenth  part  of  Havemeyer's  shrewdness  and 
power,  saw  that  this  was  the  central  point  of  the  contest. 
So,  when  the  great  magnate  protested  that  he  was  all 
in  favour  of  free  raw  sugar  imports — which  had  the 
additional  advantage  of  checking  the  competition  of 
Louisiana  and  vSan  Francisco — the  man  in  the  street  was 
completely  deceived.  (Louisiana  had  ultimately  to  be 
bought  off  with  a  bounty.)  But  when  tlic  1890  tariff 
came  into  effect,  it  was  found  that  the  average  price  of 
raw  sugar  fell  by   1.68  cents,  while  that  of  refined  sugar 


fell  by  only  1.5  cents;  so  that  the  refiners  had  an 
additional  advantage  in  the  end  of  about  18  per  cent., 
which,  on  the  sales  of  189 1,  is  reckoned  to  have  meant 
an  increased  profit  of  about  one  million  sterling,  or  just 
enough  to  pay  a  10  per  cent,  dividend  on  the  ten 
millions  of  capital  of  the  Sugar  Trust.  It  is  a  really  fine 
instance  of  tariff  fleecing.  One-fifth  of  a  halfpenny 
per  lb.  seems  such  a  trivial  matter  to  the  retail  buyer, 
but  over  the  whole  area  of  a  continental  trade  it  means 
a  difference  of  a  million  pounds  in  a  year.  Indeed,  it 
meant  more  at  a  later  date,  for  the  reduction  of  prices 
led  to  an  immediate  increase  of  consumption.  It  must 
not  be  supposed  that  Mr.  Havemeyer  was  at  the  trouble 
to  stump  the  constituencies  to  obtain  this  "deal."  Not 
at  all  :  it  is  much  easier  to  go  to  Washington  to  make 
a  partnership  with  a  Senator  of  first-class  ability,  ana 
to  "salt  the  lobby." 

This  process  was  well  under  way  in  June,  1890,  when 
the  second  blow  of  the  enemy  fell  upon  the  Sugar 
Trust,  in  the  form  of  a  decree  of  the  New  York  Court 
of  Appeals,  at  the  instance  of  Tammany  Hall,  holding 
the  Trust  to  be  illegal,  and  ordering  it  to  be  dissolved. 
In  the  following  month  the  Sherman  Anti-Trust  Act, 
the  most  sweeping  measure  of  its  kind,  was  carried 
through  Congress;  and  for  a  moment  the  new  millionaire- 
dom  appeared  to  be  doomed.  But  America  has  its 
preserves  for  financiers  as  well  as  for  divorcees.  Mr. 
Havemeyer  quietly  retired  to  the  State  of  New  Jersey, 
and  rechristened  the  Sugar  Refineries  Company  as  the 
American  Sugar  Refining  Company,  with  himself  as 
president.  The  Sherman  Law  was  at  once  put  into 
operation ;  but  the  Government  placed  its  case  against 
the  company  as  a  conspiracy  to  restrain  inter-State  trade 
so  badly  before  the  Supreme  Court  that  the  Trust  was 
now  declared  to  be  legal;  and  this  judgment  opened  the 


way  for  a  whole  series  of  great  trust  combinations,  and 
was  accepted  as  virtually  destroying  the  Sherman  Law. 
The  Steel  Trust  (with  a  capital  of  ;^28o, 000,000),  the 
Smelting  Trust  and  Rubber  Trust  (each  with  a  capital 
of  ;^20,ooo,ooo),  the  Amalgamated  Copper  Company,  the 
American  Woollen  Company,  the  Leather  Trust,  the 
Tobacco  Trust,  the  Powder  Trust,  and  others,  followed 
in  the  path  which  Mr.  Havemeyer  had  driven.  In  more 
recent  years,  the  Sugar  Trust  has  obtained  a  controlling 
interest  in  many  American  beet  sugar  companies;  and 
since  the  war  of  1898,  the  result  of  which  threatened  its 
very  existence,  it  has  bought  up  large  interests  in  Cuba, 
with  a  corresponding  influence  in  Congress. 

In  1892  the  Democrats  were  successful,  and  Mr. 
Cleveland  came  into  office.  The  Sugar  Trust  was 
popularly  believed  to  have  contributed  ;^' 100,000  to 
the  Democratic  Campaign  Fund,  in  preparation  for 
eventualities.  Having  assured  its  legal  position,  having 
roped  in  Mr.  Spreckels,  and  absorbed  98  per  cent,  of 
the  sugar  refining  trade  of  the  country,  it  now  demanded 
a  new  dose  of  protection,  and  obtained,  in  fact,  a  duty 
of  40  per  cent,  ad  valorem.  The  whole  country  was 
scandalised;  and,  while  the  Press  rang  with  stories  of 
Senatorial  bribery,  a  committee  of  investigation  was  estab- 
lished. Many  witnesses  refused  to  give  information,  and 
although  one  Havemeyer  broker  was  sent  to  gaol  for 
contempt  for  two  months,  Mr.  Havemeyer  himself  was 
allowed  to  refuse  to  testify.  President  Cleveland,  declar- 
ing that  it  was  "perfidy  and  dishonour,"  refused  to  sign 
the  Tariff  Act,  which  became  law  without  his  signature. 
If  possible,  the  story  of  the  Dingley  Law,  in  1897,  'S 
still  more  shocking.  The  Sugar  Trust  was  again  one 
of  the  largest  contributors  to  the  electoral  campaign 
funds;  but  this  time  it  was  the  Republicans  M-ho  had  to 
pay  toll.     The  sugar  duty  was  doubled;  and  so  confident 


was  Mr.  Havemeyer  of  his  success  that,  by  importing 
all  the  stocks  he  could  get  hold  of  at  the  old  rate  and 
holding  them  till  the  new  schedules  came  into  force,  he 
was  enabled  to  take  this  additional  toll,  it  is  said,  on 
something  like  800,000  tons  of  sugar,  in  1898,  making 
a  profit  which  has  been  estimated  at  ;{;"5, 000,000  sterling 
on  this  single  coup. 

So  much  for  Henry  Havemeyer,  dead  in  the  odour 
of  sanctity.  But  his  spirit  still  "  goes  marching  on."  In 
the  summer  of  1907,  an  old  servant  of  the  American 
Sugar  Refining  Company  gave  information  to  the  Govern- 
ment which  revealed  long-continued  frauds  on  an  un- 
precedented scale.  By  manipulation  of  the  weighing 
machines  at  the  docks  of  the  Havemeyer  and  Elder  re- 
finery in  Brooklyn  (the  largest  in  the  world),  payment 
of  duty  had  been  evaded  on  no  less  than  75,000,000  lbs. 
of  sugar  in  the  six  years  1901-7.  The  thefts  represented 
about  ^250,000.  Proof  was  incontrovertible;  the  defence 
was  that  no  responsible  official  of  the  company  was 
guilty.  Further  charges  followed,  and  the  company  paid 
the  Government,  in  the  spring  of  1909,  a  sum  of  ^£,'400, 000 
in  restitution.  In  the  following  summer  the  Trust  was 
again  the  object  of  Government  proceedings,  this  time 
under  the  Sherman  Law.  An  independent  refining  com- 
pany in  Philadelphia  had  brought  successful  action 
against  it  on  the  ground  that,  by  trickery,  the  Trust  had 
got  this  competing  business  in  its  clutches,  and  had  then 
closed  it  down.  The  Trust  had  settled  the  suit  by  a 
payment  of  ;^2, 000,000.  Having,  as  a  body,  taken  re- 
sponsibility in  this  affair  for  the  acts  of  its  officers,  it  was 
now  prosecuted  by  the  Government;  and,  on  July  i,  a 
Federal  Grand  Jury  found  the  American  Sugar  Refining 
Company,  its  president  (Mr.  W.  B.  Thomas — Henry 
Havemeyer  had  died  two  years  earlier)  and  five  directors, 
guilty  of  an  unlawful  and  corrupt  conspiracy  in  restraint 


of  trade.  Still  the  Trust  was  not  suppressed;  but  in  the 
autumn  of  1909  indictments  were  prepared  against  its 
oflficials  as  a  sequel  to  the  Customs  frauds,  and  in 
February,  1910,  a  further  ;^i20,8oo  was  paid  in  restitution. 
Altogether  the  Government  recovered  nearly  ;^700,ooo 
from  three  New  York  concerns  on  account  of  weighing 
frauds.  This,  however,  did  not  affect  the  criminal  pro- 
secution of  the  persons  responsible.  In  May,  1910,  the 
United  States  Supreme  Court  decided  that  Mr.  C.  K. 
Heike,  secretary  of  the  Trust,  should  stand  his  trial; 
and  he  and  other  officers  have  since  been  sentenced  to 
terms  of  imprisonment. 

There  lies  before  me  a  conventional  book  of  biographies 
of  "Millionaires  and  Kings  of  Enterprise."  It  ignores 
the  facts  cited  above;  but  it  notes  that  Mr.  Havemeyer 
presented  a  public  school  to  the  town  of  Greenwich, 
Connecticut,  at  a  cost  of  ;^5o,ooo,  and  that  Mr.  Claus 
Spreckels,  on  making  peace  with  the  Trust  in  1892,  gave 
a  "thank-offering"  of  a  million  dollars  to  each  of  his 
four  children  ! 

I  have  thought  it  better  to  outline  the  whole  history 
of  this  monstrous  child  of  the  American  Tariff  than  to 
offer  miscellaneous  evidence  of  the  corrupting  eft'ect  of 
Protection  in  the  largest  field  in  which  it  is  applied  in 
the  modern  world.  Much  of  this  general  evidence  will 
be  found  in  the  paper  addressed  to  the  International  Free 
Trade  Congress  of  1908  by  Mr.  Franklin  Pierce,  of  New 
York.  Mr.  Pierce  describes  the  process  of  party  bribery 
by  the  payment  into  the  campaign  funds,  from  associa- 
tions of  manufacturers,  bankers,  insurance  companies,  and 
other  bodies  dependent  upon  or  connected  with  the  great 
monopolies,  of  moneys  which  are  then  disposed  of  in  the 
wholesale  purchase  of  votes  in  State  and  Federal  elections. 
Mr.  Pierce  quotes  an  estimate  that  about  one  million 
pounds  sterling  was  thus  contributed  to  the  Republican 
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party  in  the  Presidential  campaij^n  of  1896;  and  in  iqoo, 
and  again  in  1904,  millions  of  dollars  were  collected  by 
the  Republican  "bosses"  from  the  beneficiaries  of  the 
tariff.  The  result  is  a  wholesale  demoralisation  of 
American  political  life.  The  example  of  the  millionaires, 
a  general  subject  of  discussion  in  the  daily  press,  excites 
everywhere  among  lesser  folk  a  similar  greed  for  specula- 
tive and  unearned  gain.  The  habit  of  initiative  and  self- 
reliance,  the  belief  in  honesty  and  hard  work,  are  under- 
mined. Legislation  is  hasty  and  careless,  while  the  large 
surpluses  which  are  incidental  to  an  extreme  Protectionism 
lead  to  the  squandering  of  public  money  and  a  contempt 
for  honest  finance.  In  the  periodic  revulsions  of  feeling 
which  the  country  suffers,  appeals  are  made  for  an  auto- 
cratic use  of  Presidential  powers  which  is  subversive  of 
the  spirit  of  the  American  Constitution. 

Plutocracy  has,  in  fact,  become  shameless.  Mr.  J.  D. 
Rockefeller,  junior,  the  Standard  Oil  magnate,  on 
February  6th,  1903,  sent  the  following  characteristic  tele- 
gram to  six  United  States  senators:  "We  are  opposed 
to  any  anti-Trust  legislation.  Our  counsel  will  see  you. 
It  must  be  stopped."  Mr.  Havemeyer  openly  avowed  to 
the  Senate  Committee  of  Inquiry  that  his  Trust  paid  money 
to  the  dominant  party  in  each  State,  whichever  it  was^ 
"because  that  is  the  party  which  controls  the  local 
matters  " ;  and  the  only  excuse  that  he  offered  was  that 
every  similar  corporation  did  the  same  thing. 

"The  alliance,"  says  Mr.  Franklin  Pierce,  "between 
our  captains  of  industry  and  politicians  for  private  gain 
is  a  standing  menace  to  political  morality.  We  have  de- 
liberately given  to  our  legislators  the  power,  by  Congres- 
sional enactment,  of  transferring,  through  Protective 
tariffs,  millions  of  dollars  from  the  hands  of  the  people 
to  the  pockets  of  a  few  industrial  leaders.  By  restricting 
foreign  competition  these  colossal  combinations  have  been 
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permitted  to  spring  up  and  to  become  stronger  than  Con- 
gress and  the  President,  and  more  persistent  than  any- 
general  public  opinion.  They  are  growing  more  and  more 
powerful  every  day  to  fight  for  their  advancement.  The 
protected  monopoly  strikes  down  the  small  manufacturer, 
turns  tens  of  thousands  of  independent  dealers  into  mere 
workmen,  creates  a  kind  of  feudal  state  with  the  whole 
country  dependent  upon  it,  and  seeks  to  add  millions  to 
its  already  acquired  millions  through  Tariff  Acts,  ship 
subsidies,  and  other  special  legislation.  Behind  every 
tariff  law  will  be  found  nothing  but  private  interests, 
clinging  like  parasites  to  the  Government,  constantly 
urging  their  claims,  and  seeking  by  discreditable  means 
to  interest  Senators  and  Representatives  in  the  passage  of 
their  measures.  The  Tariff  problem  in  the  United  States 
to-day,  with  its  resulting  Trusts,  has  proved  the  most 
stupendous  instrument  of  corruption  which  was  ever  con- 
ceived by  the  ingenuity  of  man, 

"The  Trust  magnates  own  the  mines  and  minerals; 
they  own  a  considerable  part  of  the  remaining  forest  lands; 
they  control  the  great  railway  systems;  they  control  the 
majority  of  manufactories,  and  hold  the  franchises  of  the 
cities.  Through  these  acquisitions  they  have  become  the 
rulers  of  our  Republic  without  holding  any  office  what- 
ever. The  people  are  slow  to  see  the  danger  of  such  vast 
and  irresponsible  power  exercised  by  a  few  men,  because 
they  plot  in  secret  and  mine  and  countermine  our  public 
life.  Eventually,  if  they  are  not  stopped,  they  will  reduce 
the   American   people  to  servitude." 


II. — The  "Rfd  Parlour"  of  Toronto. 

The  Dominion  of  Canada  has  shown  during  the  last  thirty 
years  a  similar  morbid  development.  Up  to  1876  both  of 
the  great  parties,  called  Liberal  and  Conservative,  were 
in  favour  of  Free  Trade,  any  element  of  Protection  in  the 
revenue  tariff  being  small  and  incidental.  After  a  pro- 
longed period  of  trade  depression,  the  Conservatives  came 
into  power  at  the  elections  of  187S  (which  the  Liberal 
leader,  Alexander  Mackenzie,  described  as  a  carnival  of 
fraud  and  misrepresentation);  and  Sir  John  Macdonald 
at  once  established  what  was  called  the  National  Policy  of 
high  Protection,  with  the  reduction  of  imports  as  an 
avowed  object,  and  the  open  invitation  :  "Let  each  manu- 
facturer tell  us  what  he  wants,  and  we  will  try  and  give 
him  what  he  needs."  Macdonald  had  been  involved  five 
years  earlier  in  the  grossest  political  scandal  that  had  ever 
afflicted  a  modern  British  Parliament.  In  return  for  pay- 
ments by  Sir  Hugh  Allan,  amounting  to  nearly  400,000 
dollars  to  the  Conservative  campaign  funds  in  1873,  Allan 
had  received  a  charter  for  the  Canadian  Pacific  Railway. 
The  transaction  becoming  known,  Macdonald  was  practi- 
cally driven  from  Parliament;  and  it  took  him  the  follow- 
ing four  years  to  rehabilitate  himself.  Before  the  British 
General  Election  of  IQ09,  the  Daily  Mail  printed  day  after 
day  one  of  Macdonald's  manifestoes  as  a  model  statement 
of  the  case  for  "Tariff  Reform";  but  it  said  nothing  of 
these  circumstances,  or  of  what  follows. 

For  eighteen  years  the  policy  of  subsidies,  direct  and 
indirect,  was  maintained  and  developed  under  Conser- 
vative auspices.  At  the  outset  the  existing  duties  were 
nearly  doubled.  In  1883  the  system  of  iron  and  steel 
bounties   was   introduced.     The   business   of  consultation 
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and  bargaining  between  ^Ministers  and  manufacturers 
came  to  be  known  as  the  policy  of  the  "Red  Parlour," 
because  Sir  John  Macdonald  used  to  meet  the  great 
trade  magnates  in  a  suite  of  apartments  at  the  Queen's 
Hotel,  in  Toronto,  known  as  the  "Red  Parlour."  That 
great  statesman.  Sir  Richard  Cartwright,  repeatedly  de- 
nounced the  traffic  in  campaign  contributions  and  tariff 
privileges,  but  without  avail.  "  Political  corruption, 
the  brazenness  and  moral  squalor  of  the  Red  Parlour, 
the  more  widespread  squalor  that  resulted  therefrom 
in  the  constituencies,  and  the  callous  indifference  of  a 
well-to-do,  intelligent,  active,  and  socially  influential 
section  of  the  community  to  any  and  all  evils  or 
injustices  in  the  political  life  of  the  Dominion,  so  long 
as  they  are  able  to  use  the  politicians  in  power  for  their 
personal  gain,  did  not  begin  to  develop  " — says  Mr. 
Edward  Porritt,  in  his  "Sixty  Years  of  Protection  in 
Canada,"  a  real  mine  of  information  on  the  whole 
subject — "  until  the  system  adopted  in  1879  had  been 
tried."  "  One  of  the  evils  of  the  National  Policy  and  the 
system  of  Protection,"  said  Sir  Wilfrid  Laurier,  the 
present  Premier,  in  1893,  "has  been  here,  as  everywhere 
else,  to  lower  the  moral  level  of  public  life.  I  speak  of  this 
subject  more  in  sorrow  than  in  anger;  but  there  is  not  a 
man  who  has  in  his  bosom  a  patriotic  heart  who  does 
not  see  with  shame  that  the  name  of  Canada  has  become 
a  by-word  for  corruption  among  the  civilised  nations  of 
the  earth." 

The  Tariff  was  revised  in  1884,  and  again  in  1894, 
intermediate  changes,  chiefly  of  a  Protective  kind,  being 
made  in  ordinary  budget  legislation.  All  the  lime,  Sir 
Richard  Cartwright,  Mr.  Goldwin  Smith,  and  other  states- 
men were  thundering  against  what  the  first-named 
described  as  "a  vast  and  well-organised  conspiracy,  which 
controls  a  very  large  portion  of  the  Press  of  the  country, 


IS 

\vhich  controls  a  very  large  active  part  of  the  wealth  of  the 
country,  which  has  the  entire  resources  of  the  Govern- 
ment of  Canada  at  its  disposal,  a  conspiracy  whose  motto 
is  robbery,  and  whose  arms  are  fraud  and  bribery."  "I 
have  sat  in  many  parliaments,"  Sir  Richard  added,  "and  I 
am  sorry  to  say  that  the  Parliament  of  wiiich  I  am  now  a 
member  has  attained  a  most  evil  pre-eminence  even  among 
several  very  bad  parliaments  that  I  recollect.  It  has 
remained  for  this  Parliament  deliberately  and  publicly  to 
condone  the  very  vilest  corruption  that  could  be  committed 
in  a  country  having  free  institutions;  to  trample  under  foot 
the  fundamental  principles  of  law  and  justice;  to  make  a 
mockery  of  judicial  trials  of  Ministers;  to  allow  those 
Ministers  to  be  tried  by  judges  of  their  ow  n  selection  upon 
charges  of  their  own  preparation." 

Two  facts  aggravated  these  evil  characteristics  of  Cana- 
dian Protectionism.  The  first  is  that  the  Canadian  manu- 
facturers have  deceived  the  ordinary  citizen  on  both  sides 
of  the  Atlantic  by  cloaking  their  selfish  demands  in  a  garb 
of  Imperial  enthusiasm.  "They  are  adepts,"  says  Mr. 
Porritt,  "at  making  a  vast  system  of  social  demoralisation 
and  political  corruption  wear  an  altruistic  aspect — adepts 
at  all  the  little  artifices  of  commercialised  patriotism.  As 
was  the  case  when  the  Tariff  Commission  was  at  the 
cotton  manufacturing  town  of  Valleyfield,  Quebec, 
in  December,  1905,  they  will  run  up  the  Unit)n  Jack 
on  the  flag  poles  of  their  factories,  and  go  before 
the  Commission  with  a  plea  for  an  increased  duty 
on  cotton  goods  from  Lancashire,  on  the  ground  that 
Manchester  exporters  are  as  much  given  to  dumping 
as  those  of  New  England."  The  second  fact  is  that, 
so  far  from  sharing  the  tariff  loot  between  wage- 
earners  and  manufacturers,  the  Government  has  spent 
hundreds  of  thousands  of  pounds  in  recruiting  labour  from 
oversea  for  Canadian  factories,  with  the  result,  if  not  the 
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deliberate  intention,  of  keeping  down  wages.  So  far  as 
the  industrial  population  of  the  Dominion  is  concerned, 
therefore,  the  effect  of  Protectionism  has  been  to  make  the 
necessaries  of  hfe  dearer,  and  at  the  same  time  to  depress 
wages  by  the  perpetual  introduction  of  new  supplies  of 
cheap  labour.  The  growth  of  combines  and  trusts  has 
followed  the  growth  of  the  tariff  in  the  same  manner  as  in 
the  United  States,  though  necessarily  on  a  smaller  scale. 
In  1889,  in  1897,  ^"d  in  1907  successive  Anti-Trust  Acts 
have  been  carried,  but  with  little  or  no  effect.  In 
November,  1906,  the  Crown  Prosecutor  of  Ontario  exposed 
the  proceedings  of  nearly  forty  Trusts  in  an  inquiry  at 
Toronto. 

In  1896  the  original  National  Policy  Party  was  over- 
thrown ;  but,  although  Sir  Wilfrid  Laurier  and  the 
Liberals  have  been  in  power  since  that  period,  no  consider- 
able modification  has  been  made  in  the  tariff,  with  the 
exception  of  the  preferential  rates  to  Great  Britain,  the 
advantage  of  which  to  England  has  been  considerably  re- 
duced by  the  recent  Canadian  agreements  with  Germany 
and  the  United  States.  Sir  Wilfrid  Laurier  has  neither 
reduced  the  burden  which  the  duties  inflict  upon  the  mass 
of  the  people,  nor  checked  the  process  of  capitalistic  com- 
bination and  parliamentary  corruption  by  which  those 
burdens  are  maintained.  "Never,  in  all  the  history  of 
Canada,"  Mr.  Joseph  Martin,  K.C.,  of  Vancouver,  told 
the  International  Free  Trade  Congress  in  1908,  "has  there 
been  so  much  corruption  in  public  life  as  in  the  last 
twelve  years.  It  has  permeated  every  department  of  the 
Government;  and  it  is  safe  to  say  that  much  the  greater 
part  of  the  time  of  Parliament  is  taken  up  with  investi- 
gating charges  of  graft  and  corruption  against  depart- 
mental officers  and  Ministers  of  the  Crown."  Mr.  Martin 
charges  the  Government  with  employing  every  moans  to 
suppress   or    nullify    the    investigations   of   parliamentary 
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committees,  trafficUing  in  railway  concessions,  impnjperly 
alienating  public  lands  and  franchises,  and  using  their 
election  funds  to  ostracise  independent  Members  of  Par- 
liament who  may  attempt  to  oppose  and  expose  their  pro- 
ceedings. 

It    must    be    a    source    of    constant    surprise    that    in 
Canada,  under  a  Liberal  Government,  with  a  population 
the  vast  majority  of  which,   and  especially  the  farming 
class,  is  interested  in  free  imports,  there  has  been  for  so 
many  years  no  effective  expression  of  Free  Trade  feeling. 
The  explanation  lies  in  the  fact  that  the  Liberal  Govern- 
ment  not   merely  adopted  a  mildly   Protectionist  policy, 
despite  all  its  previous  pledges,  but  gradually  became  en- 
meshed in  the  whole  of  the  corrupt  processes  by  which 
everywhere    Protectionism     is    maintained.       The    bene- 
ficiaries of  the  tariff  and  bounty  system,  railway  financiers 
and   contractors,    subsidy    hunters   of   all   kinds,    wealthy 
men  seeking  seats  in  the  Senate  to  maintain  the  methods 
by  which  they  obtained  their  wealth,  are  necessary  pillars 
of  party  finance.     Despite  the  parliamentary  rules,   civil 
servants  become  the  election  agents  of  the  men  to  whom 
they    owe    their    appointments.      The    Post    Office    and 
Customs  houses,  the  offices  of  the  railways  and  the  great 
dock    and    harbour    works,    are    the    channels    by   which 
Government   favour  percolates  downward,    debauching  a 
considerable  proportion  of  the  town  population.     Govern- 
ment advertising  and  printing  contracts  are  a  means  of 
directly  controlling  the  newspaper  Press,  a  large  part  of 
which   is  already  governed  by  captains  of   industry  who 
depend  upon  bounties  and  tariff  privilege.     Thus  the  farm- 
ing and  industrial  classes  are  practically  without  means  of 
publicity  and  organisation.     In  commenting  upon  the  fact 
that  the  Tariff  revision  of  1906  was  dictated  by  the  Cana- 
dian Manufacturers'  Association,  and  that  a  good  deal  of 
the  British  preference  has  since  then  been  whittled  away, 
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Mr.  Edward  Porritt  expresses  the  opinion  that  there  can 
now  never  be  in  Canada  a  fair  consideration  of  such  a 
system  of  reciprocity  as  our  Tariff  "Reformers"  propose. 
"Confronted  with  sucli  a  proposition,  the  people  of 
Canada,  as  a  whole,  would  be  as  little  considered  as  they 
admittedly  were  when  the  tariff  was  revised  in  1906.  The 
question  for  Ministers  at  Ottawa  would  be  how  such  a 
reduction  of  duties  on  English  goods  would  affect  the  hold 
of  this  Minister  over  this  province;  how^  it  would  affect 
the  next  election  in  that  constituency ;  what  campaign 
subscriptions  would  be  endangered,  or  what  daily  news- 
paper, controlled  by  a  millionaire  captain  of  industry, 
might  be  thrown  into  opposition.  Tariff  politics,  in  a 
word,  are  obviously  and  essentially  the  most  unsocial  and 
most  provincial  of  petty  politics.  They  set  every  man's 
hand  against  his  neighbour;  class  against  class;  farmers 
and  importers  against  manufacturers;  coal  producers 
against  coal  consumers;  province  against  province;  and 
Colonial  manufacturers  against  manufacturers  in  the 
Motherland." 

Everywhere,  in  fact.  Protection  introduces  a  virulent 
poison  into  political  and  economic  life.  In  China,  and  in 
Turkey  before  the  Revolution,  there  could  be  no  regular 
development  of  foreign  trade  and  healthy  intercourse  until 
the  Customs  houses  had  been  removed  from  the  control  of 
mandarins  and  pashas  who  took  toll  of  trade  after  the 
manner  of  mediaeval  pirates.  In  Russia,  the  tariff  is  a 
machine  of  wholesale  robbery,  by  which  some  of  the 
grossest  features  of  the  ancient  despotism  are  perpetuated. 
At  the  other  end  of  the  political  scale,  in  the  Australian 
Commonwealth,  a  bastard  form  of  democracy  is  attempt- 
ing to  establish  itself  by  the  diversion  of  some  portion  of 
the  tariff  loot  to  the  betterment  of  conditions  in  sweated 
workshops.  We  have  seen  during  our  fiscal  controversies 
what  grave  division  of  interest  Tariff  "Reform  "  would  set 
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up  bet\vcen  different  parts  of  the  Empire.  Perhaps  the 
gravest  of  the  influences  it  would  create  would  lie  in  the 
secret  and  illicit  channels  by  which  the  bargaining  between 
.Westminster  and  the  Colonial  Parliaments  would  be 
carried  on.  It  is  a  curious  fact  that  the  large  and  increas- 
ing sums  of  money  spent  on  advertisement  by  the  Pro- 
tectionist Colonies  chiefly  gravitate  to  the  Protectionist 
Press  in  the  United  Kingdom,  of  whose  revenues  they 
now  constitute  a  not  inconsiderable  part.  This  advertise- 
ment business  already  exerts  a  subtle  but  pervasive  in- 
fluence upon  the  treatment  of  Colonial  subjects  in  British 
newspapers.  The  accompanying  reading  matter  which  is 
published  is  usually  of  an  official  or  a  semi-official  char- 
acter. If  this  does  not  amount  to  an  actual  subsidy  of 
Protectionist  opinion,  it  is,  at  any  rate,  far  from  being  the 
independent  description  of  affairs  for  which  the  innocent 
reader  takes  it.  No  serious  citizen  can  look  without  con- 
cern upon  the  possibility  of  a  more  systematic  introduction 
into  Britain  of  the  methods  by  which,  in  the  cases  I  have 
described  above,  the  healthy  course  of  public  life  has  been 
diverted,  and  the  virtue  of  an  honest  and  alert  public 
opinion  has  been  destroyed. 
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To  him  that  hath  shall  be  given,  and  from  him  that  hath  not  shall  be 
taken  away,  even  that  which  he  hath." 


I. — The  Science  of  Tariff-Mongering. 

The  system  of  disguised  grants  out  of  the  public  purse  to 
wealthy  persons,  known  as  Protection,  varies,  as  do  honest 
methods  of  taxation,  from  place  to  place ;  but  it  has  certain 
general  characteristics,  which  can  be  traced  through  all  the 
phases  of  tariff-mongering  back  to  the  base  motives  that 
were  exposed  long  ago  by  Adam  Smith,  Peel,  Cobden, 
and  Bastiat.  The  latest  fiscal  artifice  is  always  for  its 
authors  a  "scientific  tariff,"  which  only  means  that  it  is 
the  utmost  tribute  that  can  be  wrung  in  a  given  place  at 
a  given  time  out  of  an  ignorant  people.  In  new  countries 
the  pretence  is  universal  that  a  Customs  barrier  is  needed 
to  enable  infant  industries  to  establish  themselves.  But 
actual  experience  shows  that,  so  far  from  being  reduced 
in  proportion  as  the  favoured  trades  become  established, 
the  Customs  duties  always  continue  to  grow.  In  old 
countries  the  universal  argument  is  that,  even  if  the  nation 
has  to  pay  dearly,  it  is  an  advantage  that  national  industry 
should  be  preserved  against  foreign  competition.  And  so 
we  have  the  extraordinary  spectacle  of  a  number  of  highly 


developed  countries,  each  of  them  constantly  raising  their 
tariff  barriers  against  the  others,  and  yet  each  of  them 
constantly  buying  more  and  more  foreign  goods. 

This  paper  is,  in  the  main,  a  study  of  the  motives  and 
methods  of  the  growth  of  tariff  favours  to  privileged 
industries  in  the  United  States  and  the  German  Empire. 
These  are  the  lands  chiefly  held  up  to  us  as  models,  by 
reason  of  their  "scientific"  tariffs;  and  it  is,  as  we  shall 
see,  no  mere  coincidence  that  they  are,  also,  lands  im- 
mensely rich  in  natural  resources,  and  enjoying  over  an 
immense  internal  area  the  benefits  of  Free  Trade;  lands, 
at  the  same  time,  weak  in  their  national  tradition,  which  is 
of  comparatively  recent  growth,  and  in  the  power  of  their 
people  over  the  machine  of  national  government. 

A  superficial  glance  at  the  facts  will  show  how  little 
justification  they  afford  for  the  hope  that  protective  duties 
can  ever  be  kept  within  modest  limits.  If  there  is  any- 
thing in  regard  to  which  their  advocates  can  be  made  to 
feel  some  scruple,  it  is  surely  the  bread  tax.  But  the 
following  table  of  import  duties  on  wheat  (per  imperial 
quarter)  in  three  leading  corn-growing  countries  during  the 
last  quarter  of  a  century  shows  the  force  of  agrarian  greed 
when  once  it  is  awakened  to  its  power  in  the  Parlia- 
mentary lobby:  — 


FRANCE 

PRUSSIA 

UNITED  STATES 

1879 

IS.  id. 

2S.  2d. 

6s.  lo^d. 

1885 

5s.  2d. 

6s.  6id. 

— 

1887 

8s.  8d. 

— 

— 

1888 

— 

los.  lojd. 

— 

i8gi 

— 

— 

8s.  7d. 

1892 

— 

7s.  yhd. 

— 

1894 

I2S.  2d. 

— 

— 

1906 

- 

IIS.  lod. 

— 

A  wider  review  of  the  growth  of  protective  duties  in 
these  three  countries  is  afforded  by  figures  given  in  the 


Blue  Book   "British  and   Foreign   Trade  and   Industry" 
(1909,  Cd.  4954),  which  may  be  summarised  as  follows  :  — 


Annual 
Averages 


Total  Duty 

Collected 

£  Millions 


Percentage  of  Total  Duty, 


Food  &  Drink  Raw  Materials   Manufactures 


UNITED     STATES. 


1890-4 

39 

i9-8i 

io'59 

69"35 

1895-9 

34 

3242 

9  95 

57-46 

1900-4 

52 

35-68 

12-59 

51-46 

1905-8 

Go 

29-52 

14.81 

55-37 

GERMANY. 

1890-4 

18 

74-09 

396 

21-95 

1895-9 

23 

71-99 

5-65 

2236 

1900-4 

26 

7234 

574 

2 1  92 

1905-8 

33 

7497 

5-24 

19-79 

FRANCE. 

1890-4 

16 -8 

71-78 

i6'90 

11-32 

1895-9 

17-3 

67-36 

19*80 

12-84 

1900-4 

i6-2 

59'3G 

23-90 

1674 

1905-8 

18 

55-40 

25-59 

1901 

It  will  be  seen  that  the  prevalent  type  is  Agrarian  Pro- 
tection in  Germany  and  France,  and  Industrial  Protection 
in  the  United  States,  where,  however,  foodstuffs  figure 
very  largely  in  the  tariff.  In  France  and  the  United 
States  raw  materials  are  also  substantially  taxed.  The 
very  large  increase  of  Customs  revenue  in  Germany  and 
the  United  States  covers  the  two,  only  apparently  con- 
tradictory, phenomena — a  continual  rise  of  protective 
duties,  and  a  continual  rise  in  the  amount  of  foreign  goods 
consumed. 

In  an  amusing  sketch  of  how  tariffs  are  made,  an 
American  writer  (Mr.  Charles  Edward  Russell,  in 
"Hampton's  Magazine")  pictures  a  popular  meeting  to 
demand   a   lowering  of  the  duties.     The   chairman    rises 


and  declares  in  a  loud  voice  that  "the  time  has  come  to 
reduce  the  Tariff."  "  This,"  says  Mr.  Russell,  "  he  con- 
tinues to  repeat  steadily,  until  the  chorus  seated  at  the 
rear,  and,  I  regret  to  state,  much  inclined  to  slumber, 
wakes  up,  and  in  unison  cries  :  '  The  time  has  come  to 
reduce  the  Tariff.'  Then  enter  about  seventeen  stately 
persons  known  as  the  Ways  and  Means  Committee  of  the 
House.  They  sit  around  a  large  table  adorned  with  books 
(stage  properties)  and  many  documents  that  are  called 
schedules.  The  Chairman  picks  up  one  of  these,'  and 
says  :  '  We  will  now  proceed  to  reduce  the  Tariff,  begin- 
ning with  the  woollen  schedules.'  Instantly  a  loud  wail 
of  anguish  pierces  the  air,  and  two  thousand  starving 
millionaire  woollen  manufacturers  rush  in,  and  fall  upon 
their  knees  before  the  committee.  In  voices  choked  with 
sobs  they  relate  their  sorrows.  They  are  already  upon  the 
Brink  of  Ruin;  with  the  utmost  difficulty  they  Keep  the 
Wolf  from  the  Door.  Of  all  the  millionaires  of  the  world, 
they  are  the  poorest  and  most  deserving,  and  nothing  but 
the  existing  Tariff  keeps  them  alive.  The  committee  is, 
of  course,  much  affected,  and  instantly  agrees  to  Reduce 
the  Tariff  elsewhere  than  on  woollens." 

The  same  scene  is  re-enacted  with  every  schedule.  New 
groups  of  poor  millionaires  convince  the  committee  that  if 
their  subsidy  is  reduced  they  will  be  ruined — or,  at  least, 
that  they  will  have  to  stop  their  campaign  subscriptions; 
and,  in  the  end,  we  find  that  the  Tariff  has,  indeed,  been 
reduced— that  is  to  say,  "acorns,  asafetida,  and  perry- 
winkle  shells  have  been  placed  on  the  free  list,  and  the 
duty  has  been  reduced  50  per  cent,  on  dried,  devilled,  and 
bifurcated  nutmegs,  not  more  than  half  wood.  The  happy 
ciiairman  rings  down  the  curtain.  Little  children,  the 
entertainment  is  over." 

Hut  there  is  something  grave  and  even  tragic  behind 
this   little  comedy.     So  far  as   it  consists   in    the  openly 


piratical  proceedings  of  the  great  Trusts,  and  the  methods 
of  retail  corruption  which  protective  tariffs  everywhere 
create,  we  shall  deal  with  it  more  fully  in  a  separate 
pamphlet,  here  sketching  the  more  general  characteristics 
of  the  process  by  which  Tariffs  grow. 

II. — United  States  Tariffs  :  (a)  Before  the  Civil  War. 

The  first  American  protective  tariffs  were  those  imposed 
at  the  close  of  the  Revolutionary  War  by  the  individual 
States,  then  only  loosely  confederated,  against  each  other. 
Colonial  shipping  had  been  destroyed  or  had  decayed;  and 
duties  on  imports  appeared  to  be  a  necessity  both  for 
revenue  purposes  and  for  the  encouragement  of  internal 
industry.  The  States  were  jealous  of  each  other,  and 
refused  to  give  up  to  Congress  so  strong  a  power  as  that 
of  levying  duties.  Massachusetts  had  its  own  Navigation 
Act;  Pennsylvania  set  up  protective  duties  averaging  2^2 
per  cent,  in  1785  ;  and  in  the  same  year  New  York  followed 
suit.  But  union  was  essential,  and  the  ease  of  collecting 
indirect  taxes  was  a  much  more  cogent  argument  than  it 
can  be  to-day.  In  1787  the  famous  Federal  Convention 
met  at  Philadelphia,  with  George  Washington  and 
Alexander  Hamilton  as  its  leading  figures.  Three  years 
later  the  first  Federal  Tariff  was  adopted,  Washington 
declaring  that  "the  safety  and  interest  of  the  people  require 
that  they  should  protect  such  manufactures  as  tend  to 
render  them  independent  of  others  for  essentials,  particu- 
larly for  military  supplies." 

The  main  object,  however,  was  to  provide  means  of 
liquidating  the  debts  incurred  during  the  War  of  In- 
dependence. It  was  inevitable,  too,  that,  fresh  from  this 
heroic  effort,  with  a  hinterland  of  immeasurable  promise 
gradually  opening  before  the  stream  of  immigration, 
statesmen    mainly    drawn    from    the    old    colonies   of    the 
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Eastern  seaboard  should  dream  of  holding  the  new  markets 
thus  being  created  against  their  ejected  kinsmen  of  the 
Old  World.  At  least  they  established  the  largest  Free 
Trade  area  history  has  yet  seen— a  family  of  States  whose 
internal  commerce  passes  over  an  area  practically  equal  to 
that  of  Europe  without  the  interference  of  a  single  Customs 
House.  It  was  an  incidental  provision  of  the  Federal  Con- 
stitution, reflecting  something  of  the  State  jealousy  still 
predominant,  that,  while  Congress  can  tax  imports,  it 
cannot  tax  exports  from  a  State.  The  great  tariff  power 
over  imports  then  reserved  to  the  union  became  in  after 
years  one  of  the  chief  fields  of  struggle  between  the  two 
great  American  parties,  afterwards  called  the  Republicans 
and  the  Democrats — the  one  the  party  of  centralisation, 
the  other  the  party  of  local  self-government ;  the  one  the 
party  of  large  national  income  and  expenditure  for  the 
encouragement  of  national  enterprise,  the  other  the  party 
of  low  taxes  and  economy;  the  party  of  Protection  and  the 
party  of  relative  Free  Trade.  Ninety  per  cent,  of  the 
population  were  then  engaged  in  agricultural  pursuits; 
and  it  is  probable,  as,  indeed,  Hamilton  himself  declared, 
that  the  British  Corn  Laws,  at  that  time  very  nearly  pro- 
hibitive, did  much  to  destroy  the  appeal  of  the  idea  of 
commercial  freedom  in  America,  while,  in  the  second 
and  third  decades  of  the  last  century,  there  was  perpetual 
complaint  of  British  "dumping." 

For  many  years  Protection  was  rather  an  answer  to  the 
restrictive  policy  of  other  nations  than  a  policy  of  bounties 
for  manufacture.  The  rates  of  the  first  tariff  averaged  7^ 
per  cent.  In  1808  they  had  risen  to  about  13  per  cent. 
Then,  for  a  number  of  years,  the  costs  of  warfare  and  its 
destructive  effects  upon  oversea  trade  led,  on  both  financial 
and  industrial  grounds,  to  an  increase  of  duties.  In  181 2 
iron  and  cotton  imports  were  taxed  25  per  cent,  ad  valorem. 
In   1816  the  first  decidedly  Protective  tariff  was  imposed, 


the  average  duty  amounting  to  20  per  cent.  The  cry  for 
the  means  of  political  independence  as  against  foreign 
countries  was  one  of  the  strongest  supports  of  the  new 
policy.  In  subsequent  years  periodic  financial  crises, 
really  caused  by  the  mania  of  speculation,  were  regularly 
attributed  to  momentary  lowerings  of  the  tariff,  and  panic 
was  brought  in  to  aid  the  suspicions  and  prejudices  com- 
mon to  all  Protectionist  development.  In  1824  cotton  and 
woollen  imports  were  subjected  to  duties  of  from  25  to 
33^2  per  cent.  The  manufacturers  in  these  industries, 
especially  in  New  England,  had  become  a  power  in  Con- 
gress; and  in  their  wake  came  the  professional  politician, 
who  helped  to  organise  the  "pooling"  arrangements  by 
which  one  trade  bargained  with  the  otiicr  for  their  common 
benefit  at  the  expense  of  the  consumer.  In  1828  the  move- 
ment seemed  to  have  reached  its  climax  in  what  was  called 
the  Tariff  of  Abominations,  levying  duties  averaging  over 
48  per  cent.,  the  highest  know-n  in  the  United  States  until 
the  McKinley  Act  of  1890.  The  agricultural  South  bitterly 
resented  a  system  the  burden  of  which  fell  mainly  upon  it, 
while  it  reaped  none  of  the  benefits  of  fiscal  favouritism. 
Between  1832  and  1842  these  imposts  were  reduced  to  a 
general  level  of  20  per  cent.  There  seems  to  be  no  doubt 
that,  even  at  this  period,  the  cotton  and  woollen  manu- 
factures, in  particular,  had  reached  a  state  of  development 
making  artificial  aid  c|uite  unnecessary  in  the  Protectionist 
sense  of  the  word.  In  the  last-named  year  the  average 
duty  w^as,  however,  raised  to  32  per  cent. 

From  1846  to  i860  a  period  of  relative  Free  Trade 
supervened,  being  initiated  by  the  Walker  Tariff.  The 
adoption  of  Free  Trade  in  England  in  1846  and  the  follow- 
ing years,  opening  the  British  market  for  American  agri- 
cultural products,  hastened  and  supported  this  beneficent 
change.  An  element  of  Protection  remained,  the  prevail- 
ing rate  on  dutiable  imports  averaging  25  per  cent.;  but  it 
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was  incidental,  the  professed  aim  being  a  tariff  for  revenue 
only.  So  satisfactory  were  the  results,  and  so  general  the 
acquiescence,  that,  as  Mr.  Blaine  himself  admitted,  "in 
1856  a  Protective  tariff  was  not  even  suggested  or  even 
hinted  by  any  one  of  the  three  parties  which  presented 
Presidential  candidates."  In  ten  years  the  national  wealth 
increased  126  per  cent.,  and  the  railway  mileage  of  the 
country  over  300  per  cent. 


(b)  The  War  Tariffs. 

The  anti-slavery  crisis  now  threw  its  shadow  over  the 
whole  Republic,  and  the  Civil  War  brought  back  Pro- 
tection with  a  sweep.  In  i860  -Mr.  Lincoln  was  elected 
President;  and  the  Protectionist  movement  was  one  of  the 
most  considerable  agents  which  precipitated  the  develop- 
ments consequent  upon  that  fateful  election.  The  State 
of  Pennsylvania,  which  had  been  Democratic  for  thirty 
years,  was  weak  on  the  question  of  slavery,  but  strong  in 
its  desire  for  artificial  aid  to  its  manufactures.  The  cap- 
ture of  the  State  was  necessary  to  the  Republicans ;  and  it 
was  won  over  by  an  open  tariff  bribe.  A  series  of  War 
tariffs  followed;  and  Mr.  Maurice  Low,  in  his  review  of 
"Protection  in  the  United  States,"  all  too  mildly  speaks  of 
them  as  "necessarily  crude  and  unscientific."  They  dis- 
played, in  fact,  the  grossest  vagaries  of  political  corruption 
under  cover  of  a  desperate  national  emergency.  "At  the 
first  sign  of  the  coming  trouble,"  says  Mr.  Hermann  Lieb, 
in  his  volume  on  "  The  Protective  Tariff,"  "  when  the  eyes 
of  the  people  were  turned  in  another  direction,  and  steadily 
fixed  upon  the  endangered  flag  of  the  country,  the  agents 
of  special  interests  filled  the  Congressional  lobbies,  urging, 
cajoling,  and  threatening  the  representatives  into  passing 
Bills   to  protect   this,    that,   and   the  other   manufactured 
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commodities — of  course,  .all  under  the  patriotic  pretence  of 
providing  the  Government  with  ample  revenue  for  impend- 
ing emergencies."  Immense  sums  of  money  had  to  be 
raised  for  the  purposes  of  the  Northern  armies ;  and,  after- 
wards, the  demands  for  payment  of  interest  and  reduction 
of  debt,  under  a  federal  system  which  made  difficult  a 
general  direct  taxation,*  conspired  with  the  power  of  the 
manufacturing  magnates  to  saddle  a  high  tariff  upon  the 
back  of  the  American  people  for  thirty  years.  During 
the  war  internal  taxation  had  been  greatly  increased;  and 
the  industries  which  were  subject  to  the  competition  of 
foreign  imports  had  obtained  a  corresponding  increase  of 
import  duties  by  way  of  compensation.  At  the  same  time 
enormous  changes  from  varied  rates  to  specific  duties  were 
made,  each  concealing  a  surreptitious  increase.  In  1862 
the  duties  were  raised  to  an  average  of  32  per  cent.,  and  in 
1864  to  47  per  cent.  At  the  close  of  the  war  the  internal 
revenue  taxes,  the  operation  of  which  could  not  be  mis- 
taken by  the  most  ignorant  citizen,  were  repealed;  but  the 
import  duties  were  continued,  and.  through  bargaining 
between  manufacturers,  were  applied  to  raw  as  well  as 
manufactured  material,  so  as  to  produce  an  appearance 
of  equity;  for  instance,  wool  producers  obtained  Pro- 
tection on  condition  of  supporting  duties  in  favour  of  the 
manufacturers  of  woollens  and  cloth. 


*  A  general  income-tax  would,  even  in  the  early  days  of  the  Union,  have 
produced  so  much  revenue  as  to  check,  if  not  altogether  prevent,  the  develop- 
ment of  the  protective  system.  The  Federal  Constitution  provides  that  "  all 
duties,  imposts,  and  excises  shall  be  uniform  throughout  the  United  States," 
and  "  no  direct  tax  shall  be  laid  unless  in  proportion  to  the  Census."  Income-tax 
was  imposed  by  Congress  for  the  first  time  for  the  purposes  of  the  war  between  1863 
and  1872.  It  was  not  imposed  on  the  different  States  in  proportion  to  their 
various  populations,  but  the  Supreme  Court  ruled  that  as  it  was  not  a  direct 
tax,  but  an  excise,  it  was  not  unconstitutional.  Congress  in  1S94  established 
a  imiform  2  per  cent,  tax  on  incomes  exceeding  £800  a  yesi.  and  on  the  net 
incomes  of  corporations.  But  this  was  declared  by  a  narrow  majority  of  the 
Supreme  Court  to  be  a  direct  tax,  not  proportioned  according  to  the  population, 
and  therefore  imconstitutional.  The  heavy  surpluses  incidental  to  recent  high 
tariSs  have  checked  all  efforts  since  then  to  establish  an  income-tax. 
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No  extravagance  of  privilege  seems  to  have  been  im- 
possible at  this  time.  The  prosperous  copper  mine  owners 
of  Michigan  demanded  and  obtained  successive  increases 
of  the  tariff,  and  for  ten  years  were  enabled  to  export  and 
sell  their  metal  in  London  at  two-thirds  of  the  price  which 
they  maintained  at  home,  until  a  circular  re-import  of  their 
own  produce,  either  raw  or  manufactured  into  brass  goods, 
checked  their  career  of  plunder.  "The  watered  shares  of 
the  Calumet  and  Hecla  iVIine,"  says  Mr.  Franklin  Pierce 
("The  Tariff  and  the  Trusts"),  "produced  at  one  time 
quarterly  dividends  of  133^^  per  cent.,"  and  even  during 
the  nineties  paid  dividends  varying  from  60  to  140  per  cent. 
The  duty  upon  steel  rails  from  1870  to  1883  was  equal  to 
the  whole  cost  of  production  ;  and  the  selling  price  was 
more  than  double  the  price  in  England — a  fact  to  no  small 
extent  responsible  for  the  flimsy  construction  of  many 
American  railways,  and  the  heavy  subsequent  expenditure 
on  rebuilding.  Under  this  upas-tree,  millionairedom  grew 
apace.  When,  in  1870  and  1872,  many  foodstuffs  were 
put  upon  the  free  list,  and  a  reduction  of  10  per  cent, 
was  effected  upon  most  of  the  Protective  duties,  the 
manufacturers  openly  confessed  that  they  were  meeting 
the  rising  indignation  of  the  consumers  in  their  own  in- 
terests. "We  wanted  the  tariff  to  be  made  by  our  friends," 
they  said.  Three  years  later,  in  fact,  many  of  the  higher 
duties  were  re-imposed;  and  in  1883  woollen  and  cotton 
dress  goods  were  subjected  to  an  impost  of  from  35  to  40 
per  cent. 

In  1884  the  Democrats,  who  had  been  out  of  power  for 
twenty-four  years,  secured  the  election  of  Mr.  Grover 
Cleveland  as  President,  a  victory  of  which  Mr.  Maurice 
Low  says  :  "It  is  admitted  that  a  growing  feeling  in  favour 
ot  a  reduction  of  duties  that  were  regarded  as  oppressive 
and  unjust,  and  in  the  interest  of  manufacturers  as  opposed 
to  the  best  interests  of  the  people  at  large,  was  one  of  the 
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most  potent  influences."  In  his  Treasury  Report  of  1885, 
Mr.  Secretary  Manning  said:  "Like  our  currency  laws, 
our  tariff  laws  are  a  legacy  of  war.  If  exigencies  excuse 
their  origin,  their  defects  are  unnecessary  after  twenty 
years  of  peace.  The  highest  endurable  rates  of  duty, 
which  were  adopted  in  1862-4  to  off-set  internal  taxes  upon 
almost  every  taxable  article,  have  in  most  cases  been 
retained  now  from  fourteen  to  twenty  years  after  every 
such  internal  tax  has  been  removed.  They  have  been 
retained  upon  articles  used  as  materials  for  our  own  manu- 
factures (in  1884  adding  $30,000,000  to  their  cost),  which, 
if  exported,  compete  in  other  countries  against  similar 
manufactures  from  untaxed  materials.  Some  rates  have 
been  retained  after  ruining  the  industries  they  were  meant 
to  advantage."  Mr.  Cleveland,  however,  had  not  the  sup- 
port of  both  Houses  of  Congress,  and  was,  therefore,  im- 
potent as  regards  the  tariff. 


(c)  Under  the  Shadow  of  the  Trusts. 

In  1888  the  Republicans  secured  the  return  of  Mr. 
Harrison ;  and  two  years  later  the  famous  McKinley 
Tariff,  which  established  the  highest  duties  hitherto 
known,  was  enacted.  The  Republican  party  had  secured 
its  return  to  power  by  promising  a  reduction  of  duties. 
In  fact,  however,  the  wool  and  woollen  schedules  were  in- 
creased;  a  heavy  duty  was  imposed  upon  tin-plate;  a  new 
barrier  was  set  up  against  the  importation  of  Canadian 
farm  products;  and  a  bounty  upon  native  sugar  was  estab- 
lished. The  average  ad  valorem  duty  on  dutiable  imports 
was  raised  to  15  per  cent.;  but  the  particular  evil  of  the 
tariff  was  its  combination  of  specific  and  ad  valorem  duties 
in  such  a  way  as  to  lav  the  heaviest  burdrn  upon  the 
cheaper  classes  of  goods.     Its  authors  boasted   that  this 
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was  the  most  thoroughly  scientific  measure  of  Protection 
yet  seen.  The  real  meaning  of  the  boast  was  that  the 
system  of  bargaining  between  rival  interests  under  cover 
of  a  Congressional  Commission  had  now  been  brought  to 
a  high  degree  of  perfection.  One  great  feature  of  Pro- 
tectionist development  had  yet  to  appear  in  its  maturity. 
It  is  from  this  time  that  the  great  growth  of  Trusts  under 
the  shadow  of  the  tariff  dates  in  the  United  States. 

The  country  was  now  thoroughly  angry  at  the  de- 
ception to  which  it  had  been  subjected;  and  Mr.  Cleve- 
land was  returned  to  power  in  1892  with  a  Democratic 
majority  in  both  Houses.  The  manufacturers  within  the 
Democratic  party  had,  however,  become  to  some  extent 
affected  by  the  tariff  disease ;  and  the  Wilson  Act  of 
August,  1894,  wrought  only  relatively  slight  reductions  in 
the  average  rate  of  duty.  A  commercial  crisis,  due  largely 
to  the  unsoundness  of  the  currency  system,  a  minor  factor 
being  the  perpetual  uncertainty  caused  by  constant  tariff" 
changes,  disturbed  the  life  of  America  through  the  years 
1895  and  1896.  In  July,  1897,  Mr.  McKinley  having 
been  returned  to  power,  the  Dingley  Tariff  was  enacted, 
with  the  specific  object  of  "encouraging  the  industries  of 
the  United  States."  This  raised  the  average  duties  at  a 
bound  to  over  70  per  cent.,  while  hundreds  of  articles  were 
so  heavily  taxed  that  importation  was  practically  pro- 
hibited. The  agricultural  schedules  were  especially  aimed 
at  Canada,  and  opened  a  period  of  tariff  warfare  between 
the  Republic  and  the  Dominion.  It  was,  in  fact,  in  re- 
taliation against  the  Dingley  duties  that  Canada  estab- 
lished the  first  Preferential  Tariff  of  12)^  per  cent,  in 
favour  of  British  imports,  this  rate  being  increased  to 
25  per  cent,  in   1898,  and  to  33^^  per  cent,  in   1900. 

A  long  period  of  rising  prices,  culminating  in  the  very 
severe  commercial  and  financial  crisis  of  1908  and  1909, 
which  created   widespread   misery   in   the   United   States, 


brought  the  tariff  into  thorough  disrepute,  and  promises  of 
a  downward  revision  were  extorted  from  the  Repubhcan 
party.  These  promises,  however,  went  for  very  Utile  after 
the  return  of  Mr.  Taft  to  the  While  House  in  1909.  A 
committee  of  the  House  of  Representatives  was  appointed 
to  obtain  information  as  to  the  cost  of  production  in  foreign 
countries,  by  way  of  making  the  tariff  respond  to  the 
Repubhcan  principle  that  "duties  should  equal  the  differ- 
ence between  the  cost  of  production  at  home  and  abroad, 
together  with  a  reasonable  profit  to  American  industries." 
The  American  Consul  in  Birmingham,  in  asking  local 
manufacturers  for  information,  told  them  that  a  reduction 
of  duties  was  contemplated,  and  that  it  was  in  their  in- 
terests that  they  should  assist  him.  The  protected  manu- 
facturers at  once  started  an  organised  movement  to  check 
the  proposed  revision ;  and  they  were  so  successful  that 
the  Payne  Tariff  presents  no  substantial  change  from  the 
former  scales  of  duty.  It  develops  further  the  distinction 
between  maximum  and  minimum  rates  established  in  the 
Dingley  Tariff,  an  attempt  at  discrimination  the  weakness 
of  which  was  exhibited  during  the  spring  of  1910  in  the 
negotiations  with  Canada.  A  great  fight  took  place  over 
the  duty  on  hides.  It  was  clearly  proved  that  the  great 
firms  composing  the  Beef  Trust,  which  control  directly 
more  than  half  of  the  hide  supplies  of  the  States,  and  in- 
directly a  good  deal  more,  were  the  only  beneficiaries  under 
this  duty.  The  House  of  Representatives,  therefore,  can- 
celled it;  but  it  was  restored  by  the  Senate,  and  so  it 
remains. 

It  is  an  open  question  to  what  extent  combines,  pools, 
corners,  and  other  alliances  based  upon  agreements  for  the 
fixing  of  selling  prices,  the  removal  of  competition,  and 
the  regulation  of  output,  have  been  created  by  the  Tariff. 
The  parallel  growth  of  industrial  monopoly  and  of  import 
duties    is,     however,     of    undeniable    significance.      The 
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Census  report  of  1900  contained  a  list  of  185  industrial 
combinations  governing  2,040  plants,  with  a  capital  of 
$1,436,000,000,  and  400,046  workers.  Of  the  185  concerns, 
120  had  come  into  being  since  the  establishment  of  the 
Dingley  Tariff.  A  very  great  development  of  Trusts  has 
since  occurred ;  and  yet  so  extensive  are  the  agricultural 
and  industrial  possibilities  of  the  United  States  that  the 
movement  is  probably  still  in  its  infancy.  Mr.  J.  A.  Hob- 
son,  in  his  "Evolution  of  Modern  Capitalism,"  thinks  that 
local  combinations  in  retail  trade  probably  exercise  a  larger 
and  wider  influence  on  prices  than  do  the  great  Trusts, 
and  that,  in  so  immense  an  area,  it  is  not  easy  to  destroy 
effective  competition  except  in  small  trades.  "Upon  the 
whole,"  he  says,  "it  would  be  safer  to  describe  the  tariff  as 
the  foster-mother  than  the  mother  of  Trusts."  The 
Minority  Report  of  the  Committee  which  drew  up  the 
Dingley  Tariff  Bill  took  a  stronger  view  of  the  matter. 

"  It  is  not  more  certain  that  Protection  encourages  extrav- 
agance than  it  is  that  it  breeds  unlawful  combinations  of  capital. 
Indeed,  Protection  is  justified  upon  the  avowed  theory  that  com- 
petition should  be  restricted.  True  enough,  it  assumes  the 
patriotic  pretence  that  foreign  competition  ought  not  to  be 
permitted  against  our  home  industries  :  but  they  little  understand 
the  selfishness  of  that  human  nature  which  relies  upon  the  favour- 
itism of  the  law  to  increase  its  fortune  who  suppose  that  these 
men,  having  secured  themselves  against  foreign  competition  by 
the  favour  of  Congress,  will  fail  to  secure  themselves  against 
domestic  competition  by  voluntary  combinations  among  them- 
selves  

*'  The  majority  ot  the  Comittee  seem  to  think  it  an  easy 
matter  for  us  to  build  a  tariff  wall  about  our  borders,  and  thus 
prevent  the  foreigners  from  trading  with  us ;  but  they  forget  that 
the  same  wall  which  shuts  the  foreigner  out  shuts  us  in,  and  that 
regulations  to  prevent  the  foreigner  from  trading  with  us  nuist  at 
the  same  time  prevent  us  from  trading  with  the  foreigner.'' 

What  is  undeniable  is  that,  in  many  inslaiiccs,  the  import 
duties  have  been  the  most  general  inducement  and  support 
not  only  for  legitimate  combination   in   industry,   but  for 
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corrupt  or  quasi-corrupt  monopoly ;  that  they  have  pro- 
duced a  vicious  circle  in  the  relations  of  Congress  to  trade, 
creating  conspiracies  of  plunder  among  manufacturers, 
who,  especially  by  contributions  to  the  party  campaign 
funds,  prevent  any  effective  reduction  of  the  tariff.  It  is 
fair  to  say  that,  while  the  Trust  problem  would  in  any  case 
have  arisen  ultimately  in  the  life  of  America,  the  problem 
as  it  stands  owes  its  dimensions  and  its  most  evil  features 
to  the  operation  of  the  Protective  tariff. 

III. — Germany:   (a)  Bismarck's  Volte  Face. 

The  lengthy  and  difficult  history  of  Protectionism  in  Ger- 
many is  throughout  complicated  by  political  considera- 
tions which  have  almost  always  been  regarded  as  more 
important  than  the  establishment  of  a  commercial  system 
sound  in  itself. 

The  spirit  of  paternal  regulation  has,  of  course,  deep 
roots  in  German  history.  The  great  merchant  guilds  and 
the  free  cities  in  which  it  was  most  finely  expressed  were 
ruined  by  the  Thirty  Years'  War  of  the  17th  century; 
but  it  was  revived  in  more  modern  form,  and  to  very  good 
effect,  by  Frederick  the  Great,  so  that  the  dawn  of  the 
19th  century  found  flourishing  mining,  metal,  and  textile 
industries  side  by  side  with  a  robust  agriculture.  In  the 
first  decade,  Stein  and  Hardenberg  laid  down  in  Prussia 
the  principles  of  a  moderate  Free  Trade,  which  were 
enacted  during  the  second,  with  the  hope  expressed  that 
England  would  soon  follow  suit,  and  the  pious  intention 
that  foreign  manufactures  should  be  imported  under  the 
lightest  duties  "  for  all  time."  (Dawson  :  "  Protection  in 
Germany,"  p.  15).  Prussia's  example  was  copied  by  one 
State  after  another;  and  it  may  be  said  that,  down  to  the 
eve  of  the  Franco-German  War,  Free  Trade  tendencies 
were  supreme — as  well   they  might  be,   considering  how 
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greatly  the  establishment,  between  1819  and  1836,  of  the 
Zollverein,  or  Customs  Union,  in  which  practically  all  the 
other  German  States  except  Austria  gradually  associated 
themselves  with  Prussia,  contributed  both  to  the  growth  of 
a  national  unity  and  to  the  prosperity  of  each  several  part. 
"All  commercial  barriers  between  State  and  State  were 
thrown  down ;  internal  Customs  houses  were  destroyed ; 
the  vast  army  of  officials  was  dismissed;  and  a  common 
external  tariff  was  arranged.  Not  only  was  an  immense 
impulse  thus  given  to  German  trade,  but  also  to  the  senti- 
ment and  fact  of  German  unity.  The  construction  of  rail- 
ways, roads,  and  canals ;  the  improvement  of  postal 
arrangements;  the  promotion  of  commercial  intercourse 
came  in  the  wake  of  the  Zollverein,  and  silently  prepared 
the  way  for  organic  political  changes  in  the  future " 
(Marriott:  "The  Remaking  of  Modern  Europe"). 

The  gradual  destruction  of  fiscal  separatism  in  Ger- 
many, with  its  now  almost  incredible  network  of  tariff 
barriers,  was,  in  fact,  a  work  of  Free  Trade  almost  com- 
mensurate in  magnitude  wnth  that  which  was  being  pur- 
sued simultaneously  across  the  continent  of  North 
America.  The  country  was  predominantly  agricultural, 
and  its  small  export  trade  consisted  chiefly  of  foodstuffs, 
especially  grain  and  raw  material,  together  with  the  pro- 
ducts of  home  industries.  The  few  manufacturers  who, 
at  the  outset,  opposed  the  movement  of  unification  soon 
found  abundant  compensation  in  the  extension  of  their 
home  market  by  the  rapid  growth  of  population ;  and 
imports  gradually  changed  from  fully  manufactured  goods 
to  raw  and  half-manufactured  materials  and  colonial  pro- 
ducts. The  political  current  of  affairs  strengthened  the 
Free  Trade  tendency  of  the  time.  So  long  as  they  ex- 
ported, the  agricultural  class  were  strongly  in  favour  of  a 
low  Zollverein  tariff.  It  was  an  important  part  of  the 
policy   of   Prussia   to  maintain   the  contrast  between   the 
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high  Protectionism  of  Austria  and  the  low  tariff  of  the 
other  German  States.  Bismarck  afterwards  declared  that 
he  concluded  the  important  low  tariff  treaty  of  1862  with 
France  chiefly  as  a  weapon  against  Vienna.  But,  in  the 
eyes  of  the  world,  he  stood,  in  Schiiffle's  words,  as  "the 
political  guardian  and  favourite  of  the  Free  Trade  party." 
In  1873  the  duties  on  iron  were  abolished;  and  in  1877 
they  disappeared,  only  about  5  per  cent,  of  all  imports 
being  left  subject  to  duty.  It  may  be  said  without 
exaggeration  that  the  German  Empire,  as  we  know  it, 
was  founded  upon  Free  Trade. 

With  the  Franco-German  War  the  scene  is  completely 
transformed.  The  opening  of  this  terrible  struggle 
brought  at  once  an  urgent  need  for  a  great  expansion  of 
revenue,  and  a  fusion  of  the  hitherto  prevailing  ideas  of 
the  German  people  in  a  deep  sense  of  national  self- 
sufficiency.  Of  the  latter  factor  I  need  say  nothing;  as  to 
the  former,  Bismarck,  who  hated  direct  taxation,  also  saw 
a  constant  source  of  trouble  in  the  so-called  matricular  con- 
tributions of  the  Federal  States ;  and  this  was,  perhaps,  his 
strongest  reason  for  desiring  to  develop  the  Imperial  Tariff. 
Both  in  the  speech  from  the  Throne  in  February,  1879, 
and  in  Bismarck's  speeches  in  the  Reichstag,  the  provision 
of  new  sources  of  revenue  for  the  Imperial  Government,  so 
as  to  relieve  the  State  Governments  from  their  Imperial 
contributions  and  certain  of  the  taxes  necessary  to  maintain 
them,  was  named  as  the  first  object,  and  the  "preservation 
of  the  home  market  for  national  production  "  as  the  second. 

A  grave  commercial  crisis  followed  the  w'ar.  The  huge 
indemnity  received  from  France  was  expended  mainly  in 
the  creation  of  public  works  and  armaments,  giving  birth 
to  a  class  of  manufacturers  and  workers  which  was  to  be  in 
succeeding  years  largely  dependent  upon  Government 
favours.  When  the  French  milliards  were  spent,  the  sud- 
den expansion,  aggravated  by  a  fever  of  speculation,  was 
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followed  by  a  hardly  less  sudden  collapse.  National 
industry  was  dislocated;  at  the  same  time  the  chief 
foreign  market  of  the  empire — France — was  desperately 
impoverished.  While  England  poured  her  manu- 
factures into  both  the  wounded  countries,  Russia, 
America,  and  India  invaded  their  markets  with 
cheap  grain,  causing  a  decline  of  prices,  land  values, 
rents,  and  agricultural  production.  Free  Trade  was 
condemned  as  the  cause  of  all  this  trouble.  Bismarck, 
hitherto  partisan  of  low  duties,  adroitly  reversed 
his  position,  and,  pointing  the  "20,000,000  German 
farmers  "  to  the  growth  of  high  tariffs  in  America,  Russia, 
Austria,  and  France>  persuaded  himself  that  the  foreigner 
would  pay  the  taxes,  and  his  landlord  friends  that  their 
salvation  in  future  was  to  be  found  in  Protection.  Des- 
perate industrialists  demanded  a  share  of  State  aid;  and, 
for  the  first  time,  the  lobbies  of  the  Reichstag  were  the 
scene  of  bargaining  in  the  now  well-understood  American 
fashion.  Accordingly,  existing  duties  on  manufactures 
were  raised,  and  old  duties  restored.  Like  a  great  tidal 
wave,  Germany's  adoption  of  Protection  reacted,  firstly 
upon  the  neighbouring  countries,  producing  increases  of 
the  Russian  Tariff  in  1881  and  1882,  and  of  the  Austrian 
and  French  Tariffs  in  the  latter  year;  then  upon  the  United 
States  (McKinley  Tariff,  1890)  and  the  British  Colonies; 
and,  finally,  came  sweeping  backward,  producing  the 
supplementary  German  Tariffs  of  1885  and  1887.  The 
wheat  and  rye  duties  were  now  tripled;  and  Bismarck 
openly  expressed  the  hope  that  prices  would  be  raised.  In 
fact,  the  new  areas  of  wheat  supply  and  the  improvement 
of  communications  caused  a  continuance  of  the  decline 
until  1 891,  although  meat  prices  were  rising  steadily  during 
the  'eighties.  Since  that  time,  outside  of  Free  Trade  Eng- 
l.tnd,  there  has  been  a  general  increase  in  the  cost  of  the 
necessaries  of  life. 
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(b)  Thk  Caprivi  Treaties. 
Tlie  failure  of  the  new  policy  is  sufficiently  marked  by 
its  reversal  and  the  negotiation  of  a  series  of  commercial 
treaties  with  Austria-Hungary,  Italy,  Switzerland,  and 
Belgium  in  1892-4,  which  were  in  effect  until  the  end  of 
1903.  There  were  many  reasons  for  this  change  of  front 
on  the  part  of  Count  von  Caprivi  and  the  Imperial 
Government;  but  the  decisive  factor  in  the  end  was  a 
failure  of  the  German  harvest  in  1891,  leading  to  the  threat 
of  famine  and  serious  bread  riots  in  Berlin  and  other 
towns.  "The  grain  duties,"  said  the  new  Chancellor, 
"are  a  heavy  burden  for  the  State,  as  they  entail  a  rise  in 
prices  of  the  necessaries  of  life.  The  raising  of  these 
duties  to  five  marks  (per  double  cwt.)  strained  the  bow  too 
much.  Their  existence  thereby  became  a  danger  to  the 
State,  as  they  formed  a  reason  for  popular  agitation.  The 
Government,  therefore,  decided  to  reduce  them."  Pro- 
tection had  also  caused  unhealthy  over-production,  lead- 
ing to  periodic  crises  at  home,  while  foreign  retaliation 
had  seriously  damaged  the  export  trade.  The  constitu- 
tion of  the  Triple  Alliance  had  provided  a  political  reason 
for  the  more  liberal  policy.  For,  as  the  Chancellor  said, 
"when  we  conclude  such  an  alliance  of  peace,  we  cannot 
carry  on  a  commercial  war  with  our  allies."  The  change 
was  hailed  with  popular  rejoicing;  the  Emperor  well 
said  that  millions  of  people  would  "sooner  or  later  bless 
this  day,"  and  that  Caprivi  had  "saved  the  fatherland  from 
evil  consequences."  But  the  Agrarians  were  greatly  pro- 
voked by  the  reduction  of  duties,  and  Bismarck,  from  his 
retirement  at  Friedrichsruh,  denounced  the  Government 
for  taking  "a  leap  in  the  dark,"  and,  because  it  had  refused 
to  bargain  with  interested  parties,  declared  savagely  that 
the  authors  of  the  treaties  were  "privy  councillors  and 
officials    who   are    exclusively   consumers,    and    of    whom 
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may  be  repeated  the  words  of  the  Bible,  '  They  sow  not, 
neither  do  they  reap.'  "  Germany,  however,  did  not  quite 
escape  from  the  costs  of  her  old  policy.  A  bitter  tariff 
war  with  Russia  greatly  injured  her  trade  in  1893  and 
1894;  arid  the  Canadian-British  Preference,  established  in 
1898,  led  to  foolish  German  reprisals,  which  five  years 
later  caused  the  imposition  of  a  Canadian  surtax  on 
German  goods,  a  matter  of  dispute  that  has  only  been 
recently  settled. 

The  Caprivi  treaties  gave  an  immense  stimulus  to 
German  trade;  but  they  provoked  an  organised  reaction 
by  the  Agrarian  party,  which  for  many  years  dominated 
the  politics  of  the  Empire,  and  the  liberal  tariff  was  de- 
stroyed in  1902,  Protectionism  being  brought  back  in  an 
extreme  form.  The  first  corn  duty,  in  1879,  of  one  mark 
per  100  kilograms,  had  excited  fears  which  Bismarck 
ridiculed  in  the  words  :  "  Even  the  wildest  Agrarian  would 
not  dream  of  a  duty  of  3  marks  on  corn."  Yet 
Bismarck  had  himself,  in  1885,  raised  the  duty  on  rye 
and  wheat  to  3  marks,  and  in  1887  to  5  marks;  and  it 
was  raised  further  in  1902  to  5^2  marks  for  wheat,  and 
5  marks  for  rye.  The  importation  of  meat  was  further 
checked  under  pretence  of  veterinary  precautions;  and, 
until  the  conclusion  of  the  International  Sugar  Conven- 
tion, in  1899,  the  beet  sugar  producers  enjoyed  large 
export  bounties.  The  tariff  of  1902  was  the  result  of  a 
formal  alliance  between  the  Agrarians  and  the  Protec- 
tionist manufacturers  which  Count  von  Biilow,  who  had 
become  Chancellor  in  1900,  found  irresistible.  Of  946 
classes  of  imports,  only  200  were  now  free  from  duty. 
"  Count  von  Biilow,"  says  Mr.  Dawson,  "  estimated  that 
the  new  duties  would  add  17  per  cent,  to  the  taxation 
of  agricultural  produce,  and  6  per  cent,  to  that  of  industrial 
goods."  The  country  loudly  protested,  and  there  was 
also  some  evidence  of  inter-State  opposition  ;  but  so  strong 
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was  the  Protectionist  combination  in  the  Reichstag  that 
the  provision  for  the  allocation  of  any  increase  in  revenue 
from  food  duties  to  the  State  Pensions  Fund  for  widows 
and  orphans  can  only  be  regarded  as  an  insolent  pretence 
of  concession. 

The  Tariff  Law  of  December,  1902,  was  specifically 
designed  with  the  intention  of  raising  food  prices.  "A 
means  whereby  the  agricultural  interests  are  enabled  to 
cover  their  cost  of  production  is  to  be  found,"  says  the 
oflicial  explanation,  "under  the  given  circumstances,  by 
creating  a  factor  which  will  determine  the  inland  selling 
price  through  relative  protective  duties.  Although  this 
means,  as  is  shown  by  the  fluctuations  of  prices  of  our 
wheat  during  the  last  twenty  years,  does  not  always 
guarantee  remunerative  prices,  it  still  brings  about 
generally  improved  inland  rates.  Inland  prices  are  raised, 
so  far  as  a  consideration  of  the  circumstances  of  the  last 
ten  years  will  allow  us  to  judge,  in  proportion  to  the 
duties."  Statistics  are  then  given  which,  as  the  official 
statement  says,  "show  that  the  difference  between  the  in- 
land price  and  the  price  of  foreign  wheat  (exclusive  of 
duty)  varies  according  to  the  amount  of  duty.  It  is, 
however,  expected  that  a  raising  of  duties  will  favourably 
effect  our  internal  agricultural  interests." 

(c)  Cartells  and  "  Dumping." 

In  the  tariff  of  1906,  it  was  the  turn  of  the  great  manu- 
facturers and  the  industries  which  provided  them  with  raw- 
material  to  press  for  further  protection.  This  pressure 
was  naturally  the  strongest  on  the  part  of  those  groups 
— the  blast  furnace  and  steel  converting  industries,  in  par- 
ticular— which  had  formed,  or  were  forming,  themselves 
into  cartells,  with  a  view  to  the  exploitation  of  parliamen- 
tary opportunities,  and  to  the  concentration  of  processes 
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in  such  a  way  that  Tariff  privileges  could  be  allotted  most 
easily  to  the  most  powerful  concerns.  Throughout  the 
whole  structure  of  industrial  production,  a  contest  was 
set  up  between  different  interests.  Thus  Consul-General 
Oppenheimer,  in  one  of  his  valuable  reports  on  the  trade 
of  Frankfort,  well  describes  1906  as  the  year  of  the  "price 
struggle  between  materials  and  manufactures."  For 
instance,  the  leather  trade  fought  against  high  prices  of 
hides,  its  raw  material,  while  its  own  privileges  were 
fiercely  attacked  by  the  bootmakers,  who  complained  of 
the  high  prices  of  leather.  The  great  expansion  of  the 
German  iron  trades  during  the  eighties  was  much  more 
due  to  changes  in  the  processes  of  manufacture  than  to 
any  help  from  Protective  duties.  The  Gilchrist-Bessemer 
process,  enabling  the  conversion  of  iron  containing  a  high 
percentage  of  phosphorus  into  homogeneous  iron,  made 
possible  the  development  of  deposits  in  which  Germany 
is  peculiarly  rich.  This  and  other  improvements  led  to 
the  grouping  together  of  blast  furnaces,  steel  works,  and 
rolling  mills.  But  no  such  necessity  for  combination  lay 
in  the  manufacture  of  lighter  articles,  such  as  sheets,  bars, 
and  wire ;  and  here  the  Protective  tariff  was  directly  in- 
strumental in  creating  combination.  As  cartells  extended, 
and  limited  the  influence  of  competition  upon  prices,  it 
became  possible,  in  the  middle  of  the  'nineties,  to  take 
full  advantage  of  the  tariff  in  favour  of  the  few  combina- 
tion works  producing  large,  heavy  articles.  The  smaller 
concerns,  purely  rolling  mills,  had  then  to  buy  their  pig 
iron  and  billets  from  the  larger  concerns  at  high  prices; 
and  at  the  same  time  they  were  handicapped  in  the  pur- 
chase of  fuel  as  compared  with  the  large  combined  iron 
and  steel  works  which  owned  their  own  collieries  and 
artificially  maintained  the  outside  price  of  coal.  If  pig 
iron  and  coal  could  have  been  freely  imported,  there 
would   be   a   natural   remedy   to   the  situation.     As   it   is, 
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many  of  the  purely  rollint,^  mills  have  had  to  close  down 
or  to  fall  into  the  arms  of  the  larger  combined  works. 
This  is  a  type  of  a  whole  series  of  conflicts  which  have 
been  produced  by  the  Protectionist  system  through  the 
advantage  it  gives  to  the  larger  capitalists.  Combination 
in  the  lower  trades  either  forces  a  self-preserving  com- 
bination in  the  finishing  trades — which,  however,  is  much 
more  difficult  to  establish  and  maintain  there— or  it  kills 
them  by  the  advantage  it  gives  the  foreigner  in  finishing 
processes. 

Another  result,  better  known  in  England,  both  in  the 
case  of  Germany  and  in  the  United  States,  is  that  known 
in  Tariff  Reform  jargon  as  "dumping."  The  protected 
large-scale  manufacturers  have  found  it  most  immediately 
profitable  to  maintain  high  prices  at  home  and  to  sell 
their  surplus  at  any  price  in  foreign  markets.  The  Free 
Trade  competitor  has  a  double  advantage  from  this  un- 
healthy process.  A  great  series  of  German  manufactures 
have  to  buy  the  half-worked  material,  such  as  billets, 
ingots,  bars,  plates,  rolled  wire,  and  sheets  which  they 
need  for  higher  types  of  goods,  at  an  artificially  high 
price,  while  their  foreign  competitors,  under  a  free  import 
system,  obtain  these  goods  at  an  artificially  low  price. 
Thus  British  sheet-mills  and  shipbuilding  works,  and 
Dutch  and  Belgian  wire-drawing  and  wire-nail  mills  have 
been  given  an  advantage  over  the  similar  German  trades, 
with  consequences  wliich  are  a  perpetual  cause  of  com- 
plaint in  Germany — an  advantage  that  has  gone  far  to 
neutralise  the  superior  training  of  German  engineers  and 
the  excellent  co-operation  of  science  and  manufacture  in 
the  Empire.  The  only  branch  of  the  German  chemical 
industries  which  has  enjoyed  Protection  in  recent  years — 
the  soda  trade — shows  the  same  artificial  amalgamation 
of  processes,  and  excites  the  same  complaints  of  the 
artificial    maintenance    of    high    prices    in    raw    material ; 
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and  in  the  textile  industries  the  spinning  cartell  has  pro- 
duced a  like  antagonism  of  interest. 

It  is  significant  that  in  Germany  there  has  never  been 
any  such  pretence  as  in  the  United  States  of  maintaining 
by  means  of  the  tariff  a  high  native  standard  of  living 
as  against  the  competition  of  foreign   low-grade  labour. 
The  highest  point  of  corn  prices  brought  no  considerable 
increase  in  wages.     The  coal  miners,  by  means  of  a  great 
strike,  obtained  a  considerable  rise  of  wages  between  1888 
and    1890,    which,    however,    they    soon    lost;    and    it    is 
admitted  that  the  general   rise  in  wages  during  the  last 
few  years  has  afforded  a  barely  sufficient  compensation, 
and  sometimes  no  compensation  at  all,   for  the  increase 
in  the  prices  of  food  and  other  necessaries  which  followed 
the  Tariff  of  1906.     German  Protectionism  was  singularly 
unequal  to  British  Free  Trade  in  softening  the  effects  of 
the  international  crisis  of  the  following  two  years.     Herr 
Gothein  estimates  that  the  duties  on  rye  and  wheat  re- 
present a  burden  of  from  473.^   to  50  marks  per  annum 
for  a  family  of  five,  and  the  duty  on  meat  a  burden  of 
61  marks— a  tax  of  ;^5   los.  a  year  on  these  two  articles 
alone  out  of  the  earnings  of  the  average  working-class 
family,  already  much  smaller  than  those  of  the  average 
British  family.     He  attributes  to  Protective  duties  a  large 
share  of  the  responsibility  for  the  high  infant  mortality 
rates  of  Germany,   the  prevalence  of  dear  money,  and  a 
general    hunt    after    State    patronage,    which    makes    the 
banks,    the  railway  organisation,   and  the  great  body  of 
the  beaureaucracy  parties  to  the  maintenance  of  a  Tariff 
that  injures  their  healthy  development. 


27 


IV. — Summing-up 


The  most  important  motives  and  metliods  of  the  growth 
of  Protectionist  systems  may  be  summed  up  as  follows  :  — 

1.  In  old  lands,  Protectionist  tariffs  have  historical 
roots  in  medieval  paternalism  and  ancient  fallacies  as  to 
the  nature  of  foreign  trade.  Generally,  and  especially  in 
new  lands,  they  represent  a  crude  reaction  against  some  of 
the  consequences  of  the  Industrial  Revolution,  stimulated 
by  prejudice  against  foreign  Governments  and  trade 
competitors.  Infant  industries,  it  is  thought,  must 
be  helped  by  off-setting  the  advantage  of  older  countries 
in  costs  of  production.  Experience  shows,  however,  that 
the  privileged  trades,  as  they  pass  from  infancy,  every- 
where demand  more  Protection  instead  of  being  content 
with  less.  There  is  no  case  in  the  world's  history  of 
national  industries  that  have  flourished  as  England's 
have  done  for  sixty  years,  under  Free  Trade,  being  thrown 
back  into  a  Protectionist  system. 

2.  The  development  of  Protection  is  favoured  by  the 
weakness  of  the  national  tradition  and  the  weakness  of 
popular  control  of  the  central  legislature  in  modern 
Federal  States.  It  is  everywhere  encouraged  by  the 
greater  ease  of  imposing  indirect  (that  is,  invisible)  taxa- 
tion, especially  where  direct  taxation  is  already  heavy, 
and  by  the  greater  ease  of  collecting  Customs  duties;  and 
these  factors  become  particularly  strong  in  Federal  Unions 
which  have  to  procure  a  large  and  increasing  revenue 
outside  that  of  the  individual  States. 

3.  These  exigencies  are  felt  with  added  force  during 
and  after  a  time  of  war,  when  the  revenue  must  be  sud- 
denly and  greatly  increased,  and  heavy  interest  on  war 
debt  is  added  to  the  deadweight  of  armaments. 
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4-  International  antagonism  aggravates  the  spasmodic 
growth  of  tariffs.  Sometimes  they  are  created  or  used 
purely  as  offensive  weapons  for  ends  mainly  political. 
Always  they  tend  to  set  an  evil  example  and  to  produce 
evil  reactions. 

5.  But  the  chief  universal  motive  of  Protection  is  the 
direct  demand,  first  of  individual  producers,  then  of  more 
and  more  elaborately  organised  and  powerful  groups, 
for  State  favour  in  the  shape  of  direct  or  indirect  subsidy. 
This  is  the  main  cause  of  the  unhealthy  growth  of  Trusts, 
and  is  the  fertile  source  of  corrupt  bargaining,  bribery, 
and  political  demoralisation.  While  the  whole  fabric  of 
public  life  is  thus  injured,  the  growth  of  industry  is  dis- 
torted, injustice  and  antagonism  being  created  between 
different  groups  of  producers  as  well  as  between  producer 
and  consumer. 

6.  Panics  due  to  the  periodical  crises  in  trade  and 
finance  are  favourite  occasions  for  jockeying  a  reluctant 
people  into  accepting  a  new  dose  of  Protection. 

7.  Tariff  increases  usually,  but  not  universally,  re- 
present a  maximum  point  of  foreign  competition,  whether 
in  agriculture  or  industry.  They  always  tend,  however, 
to  spread  throughout  the  field  of  production ;  and  there 
is  no  warrant  for  the  idea  that,  once  the  principle  is 
established,  any  class  of  goods  (such  as  food  stuffs  or 
raw  materials)  can  be  kept  free  of  taxation. 

8.  Labour  interests  have  only  the  slightest  part  in  the 
growth  of  tariffs,  and  this  fact  is  reflected  in  the  almost 
universal  opposition  of  organised  labour  to  Protection. 
The  Australian  Commonwealth  is  the  one  considerable 
exception;  but  all  the  circumstances  there  are  exceptional. 
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